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1]/ --- On commencing at 9.30 a.m. 
2 THE CHAIRMAN: Mr. Secretary, we will begin. 
3 THE SECRETARY: Mr. Chairman and Commissioners, 


4) the first brief this mcrning is from the Vancouver Board 


5| of Trade. M-. William Anderson, President of the Vancouve 


6| Board of Trade is here this morning with a group of 
7| colleagues. Mr. Anderson will introduce his associates 
§| and speak to the brief which I now enter into the record 


9] as Exhibit 138. 


| 
10 ||. 
41| --- EXHIBIT NO. 138: Submission of the Vancouver Board 
of Trade. 
12 
13 
SUBMISSTON OF THE VANCOUVER BOARD OF TRADE 
14 y 
Appearances: Mr. W.M. Anderson, C.A, 
15 Mr. D. Selman, C.A. 
| Mr. dd: Barbeau, LL.M, 
16 Mr. D.H, Parkinson, C.A. 
Mr. G.M. Morris 
17 Mr. W. MeCourt 
Mr. R.T. Rose 
18 | , 
| THE CHAIRMAN: ‘Thank you. Good morning, Mr. | 
19 | 
Anderson and gentlemen. Don't bother getting up unless 
20 
you wish to do so. You are big enough so we can see you. 
21 ; 
I would appreciate it if you would introduce your 
22 
colleagues to us. For my part I introduce to you the 
23 
Commission whose names appear before us. We would like 
24 
very much to go into this submission in considerabie 
25 
detail. se have a lot of questions to put to you. I 
26 
suggest, if you wish to say e few words, then we will go 
27 
down part by part and discuss it in that manner rather 
28 . 
than trying to tackle it all at one time, if that euits 
29 
you. Glad to see you, 
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MR. ANDERSON: At the outset, representing the | 
9 Board of Trade, you would expect me to welcome you to our 
3 fair city and assure you what we have outside goes on all 
4) year round. We put on a little display on Monday, but | 
5| this was to show it could be both ways. 

If I may introduce, Mr. Chairman, members of the 
7; Commission, the panel members and the people who are 

| sitting at the front table. 

| At my far left is Mr. Rose, General Manager of 
the Vancouver Board of Trade, one of the neers of our 


Committee; Mr. Parkinson, a member of the Price Waterhouse 


12! firm here in Vancouver; Mr. Jacques Barbeau, who has been 


13|| Chairman our National Tax Policy Committee and member of 
the legal firm of Campney, Cwen and Murphy. 

15 On my right is Mr. Selman, a member of the 

16) chartered accountant firm of Peat, Marwick, Mitchell and 
17) Company. On Mr. Selman's right, Mr. Gerry - G.M. Morris, 
1g 4=sistant General Manager of the Vancouver Board of Trade 
19 | and on his right, Mr. William McCourt, a member of Ben Crow 
99 | and Associates, who have been acting as consultants and 
91|| assisted in the compilation of the statistics which you 


22\| find attached to the questionnaire portion of our brief. 


23 | Mir. Chairman, the Vancouver Board of Trade in - 


24 deciding to make a submission to your Commission appointed 
| 


l 


25|| a National Tax Policy Committee under the Chairmanship 


26 | of Mr. Barbeau and with the assistance of active Committee 


} 


97 | personnel who are listed in the brief, which I don't 
28 | propose to read and with the assistance of an active 


29|| Advisory Committee, the personnel of which are listed in 


30) the brief. 
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The Committee held a number of meetings and the 
results of the meetings and the results of the delibera- 
tions have been summarized in our brief. This brief is 
composed of two sections, and with the permission of the 
Chairman I would think that it might be more practical 

to deal, in the first instance, with the substantive 
portion of the brief down te the ninth section and then 
at the conclusion of that examination to turn to the 
questionnaire. I think probably there are a number of 
things we can discuss and I would like to make an intro- 
ductory siteakcanh tet when we come to discuss the question- 
naire. We have some additional information that is 
available to the Commission with respect to the question- 
naire and we might deal with that at that time. 

The Vancouver Board of Trade, for the record, 
has a membership of some 2,600 people composed both of 
individual members and corporate members. At the present 

ime there are approximately 1,200 corporate members and 
approximately 1,400 individual members. The membershin 

is open to anyone in the City of Vancouver engaged in 
business and we believe that the Board represents a cross- 
section of the business activity of this City. 

The objectives of the Board are set out on page 
2 and are very simple: 

"To promete and improve economic, civic 

and social welfare in the City of Vancouver 
and the Province of British Columbia and, 

in particular, to foster and develop the 
expansion of trade and commerce in the area.” 


We believe we have an active Board and we believe 
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A5 1} we have a Board which is in touch with business and busine 
2) men in this city. 

3| I have a brief statement I would like to make 

with respect to Section 2.1 before you get into discusssi 


5, of the brief, because I would suspect there are questions 


6| with respect to all sections. Section 2.1 deals with 

7| taxation and government expenditures. In considering this 

gi particular section we recognized at the outset that the 

BF ieee of governmental expenditures is probably outside 
| 


10; the scope of this Commission. We do feel, however, that 


11/| we should place ourselves on record as considering that 
} 


12) one ohase of this problem cannot be intelligently discusse 


witnout consideration being given to the other. 


Certainly no one enjoys taxation. No one is 
“particularly interested in paying any more taxes than is 


necessary. We believe that the principles which govern 


| the determination of an upward limit of taxation should be 
i} somewhat similar to the principles which govern revenue 
| expenditures of individualsand businesses. It seems to 


|us that at times governmental expenditures and governmen- 


tal budgets tend to be prepared in the opposite fashion 


| with a determination of expenditures first made and from 
| this determination of expenditures ways and means are 
sought of raising the required number of dollars in 
revenue. This does tend, I believe, to breed a loss of 
confidence in business of government. We believe if 
government would recognize the principle which business 

| and individuals must recognize and must abide by, that 
expenditures must be measured by the size of revenue 


rather than revenue determined by the size of desirable 
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We feel, also, that this procedure of determint 
|} expenditures and then looking for sources of revenue must 
| have a retarding effect on the development and growth of 
1 capital in our country. This, in turn, of course, leads 
Hus to sell-out types of operations which have taken place 
| in our country for a period of years and leads us again, 
in turn, to financial crises such as we have just 
experienced. 

I don't think ‘the two things, expenditures and 
revenue, can be completely divorced. I appreciate your 
| chore is basically concerned with the source and the 


| manner in which the revenue should be raised. We do feel 


15| that very serious consideration should be given to the 


16 


oo a critical examination of the other side such as 
18] has been undertaken most recently, the expenditure sice 


19] of the Government records, would result in your job being 


21] be required could be substantially reduced. As business- 


Gentlemen, members of the Commission, I have 
} nothing further to add for the moment. The brief, I 
| believe, is quite voluminous. We are prepared to answer 


| questions and, for convenience, questions with respect to 


RE: SESE 
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other members of the panel where they feel they can add 


something that would be helpful. We are prepared for 


| your questions, sir. 


THE CHAIRMAN: Thank you, indeed. It seems to 


| me we should start on page 2, Part II, and I have reser- 


vations as to whether we should discuss 2.1, Government 


| Expenditures, because as you point out this isn't 


| primarily our job, but certainly there is a relationship 


between taxation and what the Government requires. I 
think I should note in passing fe. the percentage of the 
Gross National Product earmarked for taxation could be 
assessed not only in the best economic interests, but also 
in the best social interests. 

What we might think of asthe kind of Canada we 


would like to see -the total of all Canadians may not 


| agree with us. I don't think the Government, like busi- 


j ness, is being operated to produce profit, but to produce 


good social as well as economic conditions. I would hope 
the two could go hand-in-hand, one complementary to the 
other, but certainly we have heard a good deal about the 
proportion of G.N.P. that ought to be spent through 
government. ‘We will hear more even though, as I said, 
Ivgon't” think 1°” is.our Woo. | 

Our job is to assess the amount likely to be 
spent, according to our terms of reference, and try we 


make up our minds how best to raise this money. 


That brings us right into IL.’ Biden‘ (aia 
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A814] we wish to ask questions on 2.1. 2.2 you come down to 


"A proportional rate cf tax on individuals 

and a single rate on corporations or to.a 

s« le of rates of minimum progression 

which would approach that criteria.” 

This is an intriguing suggestion, that the 
lenis rate should be proportional rather than progres- 


g for myseif I would be concerned about tne 


| sive. 
| total of all tamation rather than one single tax and I 
don't know and I don't think you gentlemen do, but if 

A pc do I wish you could assist me, to what extent the 

| total of all Canadian taxes are progressive or regressive 
or proportional. I think that must be where one starts, 


not selecting one tax. It will be the job of this Commis- 


1 sion to find out where we stand in that regard. If 

17| personal taxes were made proportional it may very well be 
1g) that the whole tax system would be regressive and a man 

19} with a small income would be paying a bigger proportion 

20 than a man with a big income. I don't know. If you know, 


21) by all means tell us. 

22 MR, ANDERSON: Mr. Barbeau. 

23 MR, BARBEAU: I think here the degree of uncer- 
24 tainty results from the manner in which this was presented 
25} to the Royal Commission. What we are trying to suggest 

26 | here in.afew words in the preamble is that consideration 
27} be given to the economic and revenue validity. What we 
2g | are suggesting here is that some determination be made of 
29| the results, both revenue results and proposed economic 


} 
i 


| changes resulting from that type of tax. What prompted 


“eu ot 


» 
Z | 


ANGUS, STONMBHOUSE & CO. LTD. 
y TORONTO, IMTARIO 2476 


this, as you are well aware, during the last year much 


has been discussed on this topic. Some of us feel that 


there are serious problems with it but we feel,.neverthe- P 


less, that we could perhaps resolve the question if we 
could see the revenue effect and the economic implications 
of such proportional tax, for example. 

Then, we feel if we had this type of record it 
would resolve, and perhaps relieve, the business community 
of the problems involved in proportional tax. We just 
Suggest and recommend an appropriate iodo to the 
oroblem. 


THE CHAIRMAN: I think I cam say we share your 


MR. BARBEAU: Furthermore, the few words pre- 
ceding even the preamble state the undesirable effects 
of our present tax structure can be minimized by re-allo- 


cation of tax burden. I think it is necessarily part of 


| a study of proportional rate of tax that basic exemptions 


snould probably be increased so as to obviate the need 
that they would, in fact, be regressive taxes. 


THE CHAIRMAN: I have no idea. Perhaps that is 


MR. ANDERSON: It is a relatively new subject 
and we would feel it would be desirable to have a study 
made of it. We are not in a position to do this study. 

THE CHAIRMAN: I think you know there was a 
study made, a limited study made of the weight of taxing 
of individuals in Canadawtth regard to all taxes. I don't 
think it really did it in the way we are talking about, 


looking at income groups in the same way. Az I understand 


(giannis esters iret shia een nec de eee esl i eS ence des cetibsttea a soars cbse et 
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4} 1% studies have been made elsewhere, I think when one 


| puts the whole picture of taxation together progression ~ 
is a very different thing. Two: minimize the total impact 


| of ineome taxes on corporation earnings. 

COMMISSIONER PERRY: I was just wondering, Mr. 

| Chairman, if they were putting these up simply by way of 
saying you regard these as the three major areas of study 
jon which you are making no recommendations at the present 
| time, 


MR. ANDERSON: Our reeamnendation is consideratio 


be given to the economic validity, and the economic vali- 
| dity can only be determined after an adequate study is. 

| made. 

14) COMMISSIONER PERRY:. If you .ame gost putting these things 
15/25 a subject for study we couldn't take exception to that. 
16 | They are major areas. 


7 MR, BARBEAU: With this clarification: that we 


Gece 
ig ||feel if answers could be derived to these questions the 


19 | Problems might be substantially reduced, 

20 | THE CHAIRMAN: Then "consideration be given to 
i 

V1 minimizing the total impact of income tax on corporation 


g2\earnings"; you believe that there is a double impact on 


24 | this, 
25 MR. BARBEAU: Yes, 
26 THE CHALRMAN: I am not sure everybody in the 


97 |country accepts that, Some believe that corporation 
9g \€arnings are, to some extent, passed on through purchase cf 
29 goods and services and that to the extent it 


is not passed on it is perhaps taken care of by dividend 


a1a| 


2 


nN 
Ww 


“ree 


| ANGUS, STONEHOUSE & CO. LTO. 
TORONTO. ONTARIO 2478 


credits. As I say, I don't know that all people are 
prepared to accept readily there is a double impact, but 
I take it you believe there is. | 

COMMISSIONER PERRY: May I point out we are 
dealing with a tax expert. He doesn't use the word 
"incidence"; he used the word “impact.” It is undeniable 
there are two taxes and that is all he is saying. 

MR. ANDERSON: The 20% tax credit would imply 
that. 

THE CHAIRMAN: "Shifting the burden of taxation 
from income to commodity taxation" - certainly that has 
got to be looked at. Is there anything you would like 
to say to it? 

MR, ANDERSON: Nothing further to add. That is 
a very sizeable subject, as you know. 

COMMISSIONER WALLS: I would like to say some- 
thing: in your aim to be a guide to us, I notice that 


you state first as one of the suggestions that we should 


| carry out a study on the possible increased use of 


commodity tax and we quite agree with you on that. 
Then apparently you lose your enthusiasm for the subject 
later in the brief, “in view of recent happenings." 


That point I was interested in is why you didn? 


| include the question of sales tax in your questionnaire. 


That mignt have been a guide to us. 
MR, BARBEAU: I think, Mr. Chairman, if I may 


answer Mr. Walls directly: 


t 


° 
“euet 
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f‘apw 14] we thought of it, and originally we had conceived two 


2 
3 


wo 


tan 


ay 


questionnaires but it developed that the one questionnaire 


tookall of our energy and our resources and we stopped 
there. This is really a naive answer, but this in, in 
fact, what cay and we just by-passed the sales tax 
question. 

MR. ANDERSON: I think probably in the light 
of subsequent event, it was as well we did. Our answers 
might have been quite confusing. They were coming in 
about the middle of June. 

COMMISSIONER WALLS: Would your Board of Trade 
be prepared to give any further consideration to thi: 
matter of commodity taxes, and the type of commodity 
taxes? 

MR, ANDERSON: We would be prepared to do that, 
yes. We have not done it to the present time. 1 see no 
reason why we would not undertake that if it would be 
helpful to the Commission. 

If you would care to give us your direction on 
that at your convenience --- 

THE CHAIRMAN: I just said to Mr. Wadd ied 
thought we might eae hase it at an executive cession 
afterwards, and we appreciate your kind offer. I think 
perhaps we will take advantage of it. If so, we wiil 
communicate with you iater on. 

Broadening the tax base - an evaluation be 
made of the necessity of continuing, at the present 
level, tne selective tax conceesions afforded under the 
Income Tax Act. 


Would you give me one or two examples of 
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| selective tax concessions? 


MR. PARKINSON: Mr. Chairman, it was the thought 
the Research Committee that in any responsible brief 


had to make sure that we are not putting forward a 


series of requests for reduction in taxation without 


recognizing that the revenue flow had to be maintained. 
It seemed to us in the Research Committee that 


some of the concessionary provisions of the Income Tax 


| Act were out in there years ago for specific reasons; 


i incentives to provide opening up of the country. Exploi- 


cation of natural resourees, and so forth. We put forward 


a fairly broad suggestion, as it appears here, to the 


' Acvisory Committee, whicn is made up of many broad 


| spectrums of business in Vancouver and the Advisory 


Committee agreed with the decision that the suggestions 


| should remain in. 


If an individual were asking for these conces- 


sions, it would not necessarily be representative of what 


| the entire Board would agree with, but, for instance, 
, Section 33(5), Section 11(1)(b) provide very generous 
| reduction in income tax that may be no longer justified 


| from an incentive point of view. 


COMMISSIONER PERRY: I wonder if you would 


| mind telling us what those sections cover? We are 


becoming less and less familiar with the Act as we go 
along 

MR, PARKINSON: I thought that was the only 
way you would recognize them. 83(5) is, of course, the 
section of three years of income on new mines. 11(1) 


provides depletion to oil and gas companies and mining 
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By no stretch of the imagination is the 
3) Research Committee or the Board of Trade suggesting these 
4 be abolished, but it may well be the present level is 


not required as incentive to corporate concerns to come 


wn 


6) in and open up the country. Backward countries. newly 


aces states, would find such provisions probably 

8 imperative, to entice capital in where the risks are very 
9| hign. 

10! Other concessionary areas might disappear - 

11| at least the necessity for them might disappear - if the 
12) studies pertaining to things like proportional taxation 
13| showed that such taxes were, in fact, desirable, because 


14 proportional taxes might - I am not suggesting they do, 


15 I don't know; I haven't done a study along that line - 


16|| they might represent a more balanced incentive to execu- 


“ie mine employees, with the result that isolated but 


LULL teal over-generous provision may no longer be neces- 


sary, such as 85(a), stock option benefits. Generous 


treatment of one-man pension schemes, registration of 
them, and so forth. 

Then the other sections of the Act which 
23| possibly are anachronistic in this day and age, Section 
ili: foreign business corporations. It has been more or 
os hick frozen in its tracks, but still exists. The related 


26 provision of Section 28(1)(e) and 28(1)(d) is perhaps 


27 | outdated. 
28 THE CHAIRMAN: What are they? 
29 MR. PARKINSON: 28(1)(d) provides exemption on 


30 tax on dividends received from foreign companies which 


| 
| 
; 
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B4 1) are owned more than 25%. 28(1)(e) is a similar exemption 
2 pertaining to foreign business corporations. Section 

3| 85 may perhaps be found to be outdated by suitable study. 
‘ I repeat that we are not suggesting in any 

| way that these provisions should just holus-bolus be 

| repealed or cancelled. We are merely saying a study of 
their reason for existence may show that they are perhaps 
a little too high at the present time. 


THE CHAIRMAN: Thank yu very much. 


| 
a MR, ANDERSON: There will probably be some 


11] further discussion with respect to that in the question- 


se | where two or three questioms do touch on a some- 


13) what similiar point. 
ial THE CHAIRMAN: Shall we move on to 3.1, where 


15|| you recommend ; ‘a tax research division within the 


Department of Pinance, which would undertake research 


and analysis of Canadian tax policies, the results of 

18|| which would be available for public consideration." I 

19|| wish you would expand on that a little bit. I was under 
20|| the impression that there was a tax staff in the Depart- 
21|) ment of Finance. I don't know whether they undertake 

22|| research. I suppose they do some. I suppose they 
aude Canadian tax policies to some extent, but I do 
24) not think they make the results available for public 

25 || consideration. 

26 MR. ANDERSON: That is part of the pay of the 
27 | Suggestion, sir. Certainly the impact will fall even- 
28 || tually on persons other than those who make the studies 
29} and I think that the studies should also include reference 


30 to these people, educators, administrators, right across 
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B5 1| the country. 
2| An over-simplification probably would suggest 
3] a perpetual Carter Commission of the Department might 
al very well be the answer. Broad changes in tax policy 
5| would be the subject of open discussion at forums where 
6| this particular Committee woud) have the benefit of the 
7} thinking of people who are not directly concerned with 
8} the administration of the Act. 
Ji THE CHAIRMAN: That would not be a departmental 
10] committee? 
a MR. ANDERSON: It would be a See trette 
| committee but imasmuch as the results of this research 
13] would be made public, it would follow and it would flow 
14} where the general public wand be in a position to advise 
wt Se: to make known their feelings and their wishes with 
16) respect to the results of these studies. 


17| THE CHAIRMAN: Hold hearings like the United 


19 MR. ANDERSON: I am not sure it would be neces- 
20) sary to hold public hearings. This would be something 
21) that could or could not be done as they found fit. I 


22| think the basic thought is that the results of these 


26 If, in the opinion of the general public, 

27 | these factors have not been properly weighed, then the 

28 general public has the opportunity to express its opinions 
29} in that regard. Whether this is done through the publica- 


| 
30 || tion of findings and subsequent criticism, or whether it 


pS tN RL NS 
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B6 1] is done by hearings and subsequently the publication of 
2 findings would be a matter of choice. 
3) THE CHAIRMAN: You are contemplating economic 


| studies rather than tax structure studies? 
H 

i 
5| 
6) THE CHAIRMAN: Do you wish a public discussion 


MR. ANDERSON: I think it would involve both. 


7 on a study of how to close the loophole of surplus 


g| stripping? Would you think that would be a good pa ong 
gh Aae a public discussion? 

‘0 MR. ANDERSON: I would think so. Being practi- 
igh ot in the consideration, I think most practising people 


12) would favour this type of thing, and they probably have 


13| better ideas about how the loopholes can be plugged than 
iH 


15 | THE CHAIRMAN: Perhaps you are right. 
| MR. ANDERSON: We suggest, sir, this is an 
17 | important recommendation, 
18 | THE CHAIRMAN: Yes, I think so. It follows, 
19) to some extent, the recommendation of the Joint Committee 
20 | of Accountants and Lawyers, I think. It seems to me 
a1 that they recommended that a group should be established 


22|| to study tax policies within the Department. I am not 


93| Sure that they went so far as to suggest that those 
274|| studies should be made public. I don't think they did. 

MR, ANDERSON: Probably not. 

THE CHAIRMAN: I think this is very interesting, 
indeed. We have ourselves discussed this matter as to 
how one could bring this out in the public, and, of 
course, we will continue to do so. 


MR, ANDERSON : We have a further recommendation 
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later that touches on the same general topic. We will 
come to that in due course. 

THE CHAIRMAN: Have you considered - I think 
you have - the possibility of combining the Department 
of National Revenue and Finance? 

MR. ANDERSON: Yes, sir, we have. 

THE CHAIRMAN: You have decided against it, 

I take it? 

MR. BARBEAU: This is dealing with Point 3, 
BO,2; ta it? 

THE CHAIRMAN: Yes. 

MR. BARBEAU: Well, I think there:are a oni 
of points here and we couldn't deal with all of them. I 
think in the opinion of some of the members of the Board, 
| it was their conclusion that the Minister of Finance 
seemed to be over-burdened with work and his Department 
the same and that perhaps a functional re-alignment might 
be warranted perhaps for tax policy or tax legislaticn, 
at least, in the way of a commission, a tax commission. 

What we were direcging ourselves here to was 
the point that there seemed to be too great a division 
of aan Rp Ma between the three departments. Certainly, 
in the area of legislation on tax legislation, we feel 
that much too great a division of authority between the 
Department of Justice and the Department of Finance 
exists, and this has been indicated sometimes - perhaps 
the policies are sometimes frustrated by the time they 
are implemented into the tax laws. 

What we are recommending: that while it may be 


advantageous to have a melding of the Department of 


BS 
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1} Finance and National Revenue, nonetheless there should be, 
| 


2 


5 


4 


| 


at least in our opinion, a closer relationship between 


3, the legislation, the drafting of the legislation, and 


4| the formulation of tax policy. 


we suggest this should be done in the same 
Devartment and that it seemed to be unwarranted to have 
to bring in the Department of Justice, who may not be 


é& 


fasiliar with the policies or mechanics of administration, 


i te grace the tax taws: 


THE CHAIRMAN: I am under the impression that 


| the Justice Department attends policy discussions 


leading towards the drafting of legislation. I think 
you know better than I do, Mr, Barbeau. You . 
have been there. 

MR, BARBEAU: It may vary, I think, Mr. Chair- 
man, but I think in many instances they come in perhaps 
at the resolution stage and are not, because of their 


workload, are not that concerned and perhaps are not 


i ororessionally equipped. I think it would be much better, 


on a long-term basis, especially, to consider further 


sO have a legislative staff within the Department of 


COMMISSIONER PERRY: I think that was the 
ovosition at one time, Ir. Barbeau, and that the trend 
in recent years has been towards more professionalization 
in drafting in the Department of Justice. They now | 
insist, I think, on wing all drafting for all departments, 
and jill not tolerate, or will regard with disdain, any 
Grafting that is done by other departments, which is 


usually quite right, because a departmental solicitor 
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i] ts ordinarily not a draughtsman. This is a rather skilled 


2| business, so what you are suggesting really is a reversal 
3) of a process which has gone quite far throughout the 


4| whole govermment. 


5| MP RARBEAU: That is right. 
6 COMMISSIONER PERRY: With the Department of 


8 MR. BARBEAU: That is right. 


9 COMMISSIONER PERRY: I must say I do not share 
| 


19) your misgivings about the kind of contacts that a draughts 


| 
| 
7 Justice now doing substantially all the drafting. 
1i1/ man has. At least in my day he was there throughout all 
/ and generally ended up just as thoroughly 
13 familiar with the policy as amyone else involved. 
14 There is the other disadvantage that this is 
15 an in and out performance. He is there for the job, and 
16 attempts to do his best in implementing the decisions 
17 and then, of course, goes back to do other drafting in 
1g] his department. — 
19 COMMISSIONER GRANT: Just in furtherance to 
20|| that line of thinking, it has been intimated to us that 
21}, due to the manner in which Legisdation is put before the 
22|| House, having regard to the secrecy which surrounds the 
23) budget, that the legal department, the Department of 
| 
al Justice, who are in charge of the drafting of this 
25) legislation into the form of a bill, that they are 
3 2%} entirely too rushed. They haven't time to considerall 
27| the implications with the result that these anomalies, 


28; these inequities do creep into the legislation. 


29 | They are found out after the bill has been 


30 | enacted and then amendments must come forward to correct 


B19 


q| been sufficient time to think these things out. That 
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1} the situation which might never have arisen had there 


a 


has been put before us by one or two responsible authori- | 


ties. 

This is, no doubt, a matter which the Commission 
will be giving consideration to. 

MR, BARBEAU: I think the problem would be 


obviated somewhat if you had @ semior legislative counsel 
in the Department of Finance who would work not on 4 

two or three-month basis throughout the year, but would 
be there year in and year out and would become thoroughly 
conversant with the legislation of tax laws and recog- 
nizing that sometimes he may ial pressed for time, his 
experience would come into play, which I suggest does 

not occur at the present time, and this is where I would 
feel - and I think some of the members that have had 
practical experience with the Department feel - that 


the problem would be minimized if you had an expert 


| with wide experience, expert personnel, legislative 
| counsel and his staff which could consider new legisla- 


| tion and implement it where the need occurs, quickly 


Finance than bringing someone from the Department of 
Justice on an interim and a pro tem basis. 

COMMISSIONER GRANT: Should there be Pa 
continuing committee set up auch as you have suggested 
here this morning that mighthavw a senior official within 
that committee with legal training? 


COMMISSIONER PERRY: The only comment I can make 
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Bll ij on that is that when this system did prevail, this 


3} of the Department, that the tax people could never get 


got far less attention that it does now. 
| It is like hiring a thinker who is going to 

7) sit with his feet up on the desk. He ends up emptying 
8|| the waste paper baskets within a week of being hired. 
9| 2 think the same thing pe iad to departmental counsel. 
10 MR. BARBEAU: Using the analogy of the Depart- 
11) ment of National Revenue, with their legal branch which 


12) certainly has worked very well and very effectively, 


13| this is what we were considering, where the tax legis- 
14} lation counsel would be primarily responsible for legis- 


15/ lation, solely responsible for the legislation the same 


COMMLSSIONER PERRY: I think we can agree no 


2) one is happy with the present situation, even the peopie 
3| involved. | 

4) MR. ANDERSON: We would think if the recommenda- 
5 tions included in 3.1 were followed and implemented this 


6) would alleviate some of the necessity for the secrecy 


7 at the present time with respect to all items, possibly 


except rate changes and things like that, which of neces- 
| saty must be secret. A lot of the things that are done 
10) tn secret could probably be just as effectively done 

| after a complete and free discussion of policy. 


12 THE CHAIRMAN: Everybody seems now to wish to 


throw out budget secrecy. That is pretty weil 


14) accepted. I would think you are on a sound wicket there. 
15| whether this is where to proceed from that point on we 


16 |) will certainly comsider, but it is very clear it is a 


17 major problem and has te be thought about a great deal. 
18) “ie are glad to have your views. Where are we now? 

19 COMMISSIONER WALLS: 4,1. 

20 | THE CHAIRMAN: In 4.1 you endeavour to seek 


21, equality between various kinds of organizations which are 


22) in business and which you say are at the present time 

23||) not treated in the same manner. One objective here that 
24 I would like to put my finger on right away is the 

25 || distinction between privately-owned public utilities 


and publicly-owned public utilities. What is the solu- 


& 


8 


tion to that? Is it to exempt them fully from taxes 
28 || altogether or to fully tax the public ones? 
29 MR. SELMAN: The solution obviously must be 


to force the publicly-owned ones to pay taxes or, at 
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CA} least, to set their ratesasif they are competitive public 
2) utilities competing actively with privately-owned ones 


s} have a fair burden cof payment in such a way that they 
i) vould have to set their rates to cover the amount and 

5| eho reduce the disadvantage to the private utility who 
6, nas to pay taxes. 

| COMMISSIONER WALLS: I think especialy during 
By the period when there is indecision as to whether they 


9} are public or privately-owned. 


10 MR. SELMAN: The hydro-electric situation is 
11 probably not a good example of this. After ail, the 
12 


| 
| 
| 
tre Electric is not today competing with some other 
| bower company, the B.C. Hydro Company. You get a 


different situation in the case of publicly-owned raii- 


arc Qpervatinge trucking lines 


pany 
Y 
{0D 


| 
” THE CHATRMAN : Would you pay the taxes fron 


: 

171 24ciic utility commissions to the Federal Government? 
i 

18! MR. SELMAN: Probably not. Again, obviously, 
| 


19] you have the constitutional problem. Perhaps this coul¢ 
H 


29) be adjusted through other fiscal measures between the 


91|| two governments. I think at the present tame some 


ij Tenerous ‘payments are made to the provinces in other 
2} £ 


ways which might be worked through to set this up. 


‘i THE CHAIRMAN: It would only achieve the 

25) things you are seeking if such payments were inciuded 
264 in the utility rates: am I not correct? 

27 MR. SELMAN: That is correct. That is the 

28} problem, 

29 THE CHAIRMAN: Tnerefore, you can't goa adjus- 


3Q|| ting grants and hope they will be picked up in the 
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utility rates. I don't think it would work that way. 


MR. SELMAN: It would follow. The province 


utility rates. I think it is fair to say that the 


3| needs a certain number of dollars; if it doesn't get 
| 
| 
: 


6| principle concerned here is and always has been a 
subject that has been hashed out before and probably 

gi will be hashed out again with you on your trip across 
g| the Prairies, equally the question of co-operative 

190) ventures which have extended considerably beyond their 


11) original philosophy, what I think is their original 


philosophy. 


THE CHAIRMAN: Would you mind repeating the 


MR, SELMAN: What I am referring to is the 


uae sentence? Some of us didn't hear it. 
| 
[Board's plan of co-operatives, which basically is that 


17|| the co-operatives obtain a competitive advantage through 


not having to pay taxes which enables them to under-price 


19|| or else to finance expansion of their facilities which 
Bl ices couldn't do if they were taxed. This is an old 
21|| subject; no doubt you have heard from both retail 


22) merchants and the co-ops. The Board has always taken 


a position that the co-ops, even at the risk of some 
24| pricing out, should pay their fair measure of tax. 

25 THE CHAIRMAN: Thank you. Moving on to a 

26| matter of certainty, have you considered the definition 
27, of capital eins or income? We keep on hearing that 

28] this Commission should define capital gains. With this 
29| point of view we are sympathetic. I don't think any 


country yet has been very good at this. There have been 
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C4 j| claseifications made to bring transactions into one area 


2 or the other area but we would be very happy if somebody 
| MR. ANDERSON: I will refer to our legal 

| advisor, 

i MR. BARBEAU: I don't think it was a matter 

y| of definition we were looking at. I think the whole 

gi problem of this is the evolution in part of the courts 
g| under the umbrella of the very wide definition of busi- 
19| ness in the Act. We are not suggesting any new defini- 
1, tion of what is or is not capital gain, only the defi- 
12 nition of business in the Act to include any undertaking 
13) whatsoever including adventure in the nature of trade. 


ai It is +o wide an umbrella that the courts might do well 


15 to determine it and it would extend its ability to tax 


16|| profits which otherwise might not have given rise to 


taxable income. 


— 
sa 


18 | It is: not so mych of a matter of a new defini- 


19) tion but valuing the present definition of business which 


99 | includes this all-encompassing definition of any under- 
91|| taking whatsoever. Under that umbrella we have no 


9)|| direct interpretation in the law. You can have a capital 


3, gain in Canada. I think it is a matter of elaboration 


heather than definition. 

25 The law is very clear as to what was a capital 
26 || sain Pepin ago, and it certainly is no longer the 

fi same. I think the question of stock market gains is 

a one we will be confronted with very shortly. 


THE CHAIRMAN: Thank you very much, Have you 


30| ony questions on this? 
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COMMISSIONER GRANT: Are you discussing 5.37 
THE CHAIRMAN: I am reading 5.4 at the moment, 


COMMISSIONER GRANT: Before going on to 5.4, 


4| as to what is a capital gain or when the donkey's tail 
ends and his backbone begins, is a matter that has been 
before the court, as you know, and I am under the impres- 
sion there was a fairly recent case in the Exchequer 

8| Court - it was dealing with wilt eatate, but the 

9| law as laid down there would be applicable to any 

10| form of capital gain. | 

11 The main point, I believe - in the real 

12|| estate case as to whether or not real estate is to 

13); be taxed as a capital gain or the application is 

14|| to be taxed as income, depends to a large extent, accor- 
15 ding to that decision, on the intentiom of the taxpayer 
16|| at the time he acquired the property. Are you familiar 
17| with the case? 

MR, BARBEAU: Yes, I think that is a ccmmon 
concept. I think really that it is an artificial one. 

I am afraid while you have a decision which stands in 
one case in another instance it will not. I think the 
intention of a taxpayer is something very difficult to 
pinpoint, apart from the fact that normally he wants re 
get a profit and if the courts so look at it it has 

the legislative umbrella to do so. 

COMMISSIONER GRANT: It leads me to the quest- 
ion that I was going to ask you and get your comments 
on: whether or not you think the courts will ementually 
comes up with a definition that will be satis- 


factory without the necessity of one being laid down by 
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C6é 4] the Act. 


2 MR. BARBEAU: Mr. Chairman, now, all I can 

3| answer there, under the strict interpretation of this 

4| definition of business in the Act, I can't for the sake 
i me conceive of non-taxable capital gains today. 


| THE CHAIRMAN: That seems like a pretty 


complete answer. Do you think the situation would be 


9| now saying that transactions would not be considered 

10| taxable if in the case of securities they were held for 
11/2 certain period of time or properties were held for a 

12) certain period of time, lay down a flat rule of that 

13| kind? There is precedence in other countries. Would 

14) that be ali right? | 

15 | MR, BARBEAU: I think it would certainly be 

16| all right; there is no doubt about it. It would certainly 


17| give you a guide line and be much fairer from a 


18| social point of view as well as an equitable one. In 
19| this instance certainly if we look at the stock market - 


| 
29) if you are found taxable four years after the event you 


MR. PARKINSON: There seems little doubt that 
| the court cases are only 2a transitory help in deter- 
mining if income is taxable or not. There have been 


some on primary intention, secondary intention, holding 


revoked, and 
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1| you get a changing pattern. 


2| MR. SELMAN: I think your suggestion is a good 
tt ee and acceptable to many people looking at it intelli- 
4| gently. The very reason that it brings the element of 
ol cortcanaiee which even if it is unfair in certain cases, 
6| at at least allows a man at a certain point in time to 
7| se what is going to happen rather’ than leave him in the 
8 position of having entered into the transaction and then 
9} having to wait and have it determined. 

10 THE CHAIRMAN: Do you think the community 


11) would be prepared to accept the unfairness that would 
f} 
| 


12|| undoubtedly arise by such a rule in order to achieve 
MR. SELMAN: 
13 certainty? The uncertainty of the situation is more 


' 


14|| unfair than what would result from that. 

15 MR. ANDERSON: I think there would be socially 
16|| desirable elements flow from this. I think we can also 
17 || give numerous situations where a business transaction 

18||) and business procedures are at a stamdstill because of 
19| the uncertainty of this particular type of tax that 

29 || might come along,as Mr. Parkinson said, some four years 
21|| later. 

22 MR. PARKINSON: I would like to switch briefly 
23|| to Section 6(1)(j): that is the taxability on profits 


24) which are used in production or on a piece of property --- 


27 that section should receive considerable study 
28 | and considerable modification as to its precise intention 
as to what transactions it applies to. 


COMMISSIONER GRANT: The next question is as to 
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c8 4| whether or not the taxing statute should take the form 


2 
3 
4 
5 
6 
7 
8 


9 


12 


13 


18 


19 


22 


24 


27 


28 


of a codification of the law or whether it should be 
left to ‘stare decisis." 

MR. BARBEAU: I have a feeling, Mr. Chairman, 
the re-evaluation of the definition of business, the 
word undertaking, may very well resolve a great deal of 
the dilemma and the adventure in the nature of trade is 
as well-established as any principle of law can be. 

The term any undertaking whatsoever in the definition of 
business is one - it is pretty broad, everything from 
an undertaking is taxable under that section. 

THE CHAIRMAN: It seems to be Seetty broad. 

I made a note we will certainly not overlook it. It 
wouldn't have been overlooked before, but we have your 
views. Thank you. 

I think we will now move on to 6. There is 
a sentence I don't understand, in the second paragraph 
under 6, second sentence: 

"Indeed, in certain particular circumstances, 

there exists no specific tax legislation 

clearly setting out the incidence of taxa- 
ee 

I am lost, I am afraid. My understanding of 
the word “incidence comes from the gentleman on my left 
and means where the tax finally rests and I would 
think legislation wouldnever seek to do that. 

MR. BARBEAU: I think perhaps the word should 
be “application.” 

THE CHAIRMAN: Application of taxation. Let 


us see if I understand it now. I think probably it may 


8) mow removed but reorganization under Section 3(1) - it 
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MR. BARBEAU: What we had in mind was partly 
resolved by the budget. The bankruptcy situation wasn't 
really governed by any specific provisions. There are 
certain commercial transactions which are not governed 


by any specific legislation. Bankruptcy is, of course, 


| is difficult to define what a reorganization is. There 


is no guide line. 

THE CHAIRMAN: Going down to the recommendation 
under 6: 

"Establishment of an interpretive regula- 


tion procedure. 


I am not very clear what is intended there, 


| but I think it is a statement that you would like to 


have determination as to how they intend to operate 
under the different sections ofthe Act. I have an idea 
the assessors use a book of instructions and 1 presume 
that book of instructions is to them interpretive 
regulations, but isn't made public. Would your proposal 
be taken care of if that book were made public? 

MR. BARBEAU: No, not in my opinion, Mr. Chair- 
man. We must recognize that the assessors must have 
their own internal guide lines, their policy guide lines, 
and certainly that is not to be made public; hak 
returns they look into, and the guides they follow. 

What we have in mind was more the American system where 
you have regulations that you class an interpretive 


regulations that interpret the policy of the assessor 
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C1Q| or at least the meaning that they ascribe to various 
| sections of the internal requirement. That is what we 
had in mind: For example, the word "reorganization" 
| would be defined in Section 3(1) amfexamples. given 


such as is dane in the United States regulations. 


| 
| 


‘ 
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THE CHAIRMAN: Wouldn't such a plan work to 

the detriment of the Department in that where matters 

went to court they would be, to some extent, I presume, 


committed by their interpretation of the regulation. 


| It would be very hard for them to operate in the other 


direction. Whereas, the taxpayer would go in either 


| way, whichever suited him. 


MR. BARBEAU: They have to make that decision 
at the moment. If they are going to assess, they must 
have a policy; they must interpret the section at the 
moment, and if you meet with them in the district 
office they do tell you how they interpret various or 
particular sections. | 

Tine are some that perhaps are too broad 
and perhaps it wouldn't be possible to expect them to 
give us a definitive answer to them, but I think those 


areas where they do have guides, which they tell you 


determination of the guide lines. 


In those instances we say these should be 


public. They are bound by them now. We feel that if 


if you ‘phone them, they tell you now and they make a ; 
| 


that is the case, these should be made public. If the 


| courts come back, as is the case in the United States, 


a regulation can be upset, then it just means the 
Department wrongly interpreted the section. 

MR. PARKINSON: In any event, presumably the 
interpretive regulation wouldn't have the force of law 
so it is open to the Department to introduce further 
interpretation in the court. 


THE CHAIRMAN: If they should issue interpretive 
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regulations with regard to bad debts, this is something 
that they can eee veal ss arrive at concliusions in 
respect of. It seems to me that the area of discretion 
would be greatly narrowed, There would be more certainty 
as to what they were going to do. I think I would agree 
with that. 

Would that make for more equity as to the 
treatment? I am very uncertain whether it would. ‘The 
present uncertainty may provide the taxpayer with a 
better opportunity to get a suitable conclusion to his 
own case. 

MR, BARBEAU: Well, that certainly applies to th 
tax practitioners gambit of dealing with the Were cement 
| in trying to arrive at this satisfactory solution. Of 
course, there are many taxpayers that would be able to 
afford, or have this professional type of service, who I 
think in the long run should query whether it wouldn't 
be equitabie or not to have definite tests, and then, 
aiso, if you do make a settlement query whether someone 
else dia not make a better one than you did. 

THE CHAIRMAN: Moving on to Part II: "That 
consideration be given to the implementation of an 
advance ruling procedure..." We are, of course, 


hearing many recommendations in favour of this procedure 


28 | Tax Department and I would assume that you would not 


30] are now when you get an opinion from the Department 


i 
| 


D3 
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| saying if you carry things out, as you indicate, we 


believe the tax would result. Is that what you have 
in mind? 


MR. ANDERSON: We would feel they should be 


'bound by these rulings because business would accept 


those rulings as an opinion and govern their procedures 


'on the basis of what answers they have received. Other- 


wise, put us back in the same position that we are today 


j if we receive a ruling which was not binding on the 
, Department. 
THE CHAIRMAN: Is it unsatisfactory today? 
I thought it was not bad. 


MR, ANDERSON: I think, coupling No. 5 with 


o. 6, our conclusion is that it is unsatisfactory at 


. the present time because there are areas where, if you 


ask a question, the answer you get is, "Go ahead and do 


it, and we will tell you after you have done it whether 


This causes a complete stalemate ina trans- 


action which could have very beneficial effects all 


THE CHAIRMAN: That is occurring, is 1t? 

MR. ANDERSON: Yes. 

MR. PARKINSON: I think it is true that some 
years ago there was no particular difficulty in obtaining 
unofficial pre-rulings from Ottawa. In Vancouver, at 
any rate, we are told that this procedure is frowned on 


considerably anc it is now, I would say, exceedingly 


29 difficult to get an unofficial pre-ruling,. 


30 


MR. SELMAN: Particularly if you have more than 
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THE CHAIRMAN: You would expect to obtain such 
a ruling at your regional or local office? 

MR, PARKINSON: Not necessarily. 

MR. ANDERSON: You would deal with it through 


your local office, but if it were necessary to refer it 


binding on the Department. 


=) 


higher up, then we would expect a ruling which would be 

THE CHAIRMAN: The answer to my question is 
| in the affirmative, then, because as far as the taxpayers 
were concerned it would go to the local office? 

MR. ANDERSON: You would get the ruling from 
the local office, but if the local office did not feel 


i qualified to give that ruling, they would have to get it 


-= Somewhere else. You would get it directly from the local 


ST MR. SELMAN: When it comes down to the problem 


of deciding what is better in a tax system, simplicity or 
certainty, from my own point of view and my own experience, 
I would say that certainty is more preferable of the two. 
choices. 


’MR.PARKINSON: I would just like to add some- 


| payer who goes to his local office; I think if a pre- 

|} ruling board were established, it would be desirable 
iChat the taxpayer would nave a right to present his case 
in Ottawa if need be, if it was a very complicated one, 
| and very obscure points of law involved. 

29 | THE CHAIRMAN: Mostly in the United States 


30 they rush down to Washington, I believe. As a matter of 
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D5 1} interest do you know whether the Department in the 


2) United States is bound by their advance rulings? I 


3) have an idea that there is a qualification in their 
4] reply. 

| ; 
5| MR. BARBEAU: The qualification is if the 


6| law changes, is my understanding on that. If the case 
7| law changes in between, or legislation is varied in 
g| between, then the ruling does not stand but it governs 

| the assessment policy of the Internal Revenue Department. 
10| MR. PARKINSON: And, of course, it follows +2 
11) the taxpayer alters his plan in any way. 


12 COMMISSIONER PERRY: There is a whole philosophy 


13 involved in this subject which bothers me. In this context 
" obviously we are not talking about the things that are 
15) plain for all to see. Most people can read the statute 
16 and get the general idea of what a section is trying to 


17 || do. What we are dealing with here is the very nub of 


18) all the controversies in tax administration. 
ia MR. PARKINSON: Not necessarily, sir. I might 
20) just take, for instance, under Section 60, or Section 20, 


| 

i Pena the Department may exercise discretionary power 

22|| to allocate proceeds and if the policies are being kept, 

that could well be a good subject for a pre-ruling. 
COMMISSIONER PERRY: What bothers me is*. 

that most of these are areas in which a person, even 

with a sound body and rational mind, could come te one 

decision one day and another decision the next day. 

It may not be possible to have all these things by 

themselves set out in black and white. There may be a lar 


element of negotiation and exhange views and compromise 
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2| know. Obviously, you are not talking about sections 

3| of the Act which are easily explained in any 

4| of the little books on how to make up your 

5| income tax, or things of that sort. 

6 You are thinking of the most complex matters 
7| about which everyone scratches their head when they 

gi come up against them, and naturally this is why you 

g| want certainty. I am just puzzled as to whether this 


10| 1s the way you get it and whether this is the way one 


12 MR. ANDERSON: One would expect that in the 

13| determining of these rules there would be negotiations 

14] and exchange of ideas. If it is a complex set of circum- 
15| stances, and a complex set of facts, this is probably all 
16) the more reason why pre-rules would be necessary; tle 

17| fact that conditions could change or a man's mind could 
18} change from day to day. 

19 COMMISSIONER GRANT: I would venture to suggest 
20| that there is not so much uncertainty as to how the law 
stands. Insofar as the Income Tax Act is concerned there 
are certainly some sections where it can be interpreted 

| in one or two, or a@ lot of ways, but, by and large, the 

| law is fairly well-determined. It is fitting the parti- 
} cular facts of the taxpayer's case into the law that 

| creates the problem. Would you agree? 

| MR, PARKINSON: Yes, in general, I think. 

MR. SELMAN: It is a difficult question and 


/ a very shrewd one, too. In many cases, your problem 


comes where you are trying to arrange your affairs to 
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ot: 


“eust 


1| obtain the advantage the law gives, and it is difficult 


2, to do so on occasion. 

3| In many cases, also, you are, as a businessman, 

4| trying to go into a venture, a business venture, of some 

5) sort and you want to know, as a matter of your planning, 

b| what the taxes are going to be, but they say to you - 

| and I don't suggest they do this all the time, but 
frequently enough that this is a difficult problen, 


they say, “Well, go ahead and we will look at it after 


il do." 
12 That is not satisfactory to somebody who is 
13|| talking about spending a large sum of money. I can give 


! 
Fes have done so and then tell you what we are going 
| . 
| 
| 


14 you a case in point. In this province there is consi- 


derable transfers mck and forth of timber and timber 


limits which frequently carry a quota or right to acquire 
17 more timber and the purchaser is in some doubt as to 

18, what write-off, if any, he can get on the sum of money 

19 | that he has spent to acquire this quota, as well as hp 


20 | vendor being faced with the problem which we have dis- 


j cussed at length today of whether or not he has made a 
22| capital gain on the disposition of his timber. 


23 | Now, we can, perhaps, sympathize with the 


ii 
i 


24, vendor being left on the end of the fork and having to 


i 
25 | wait until the Department approaches him and decides 


26) whether it is a capital gain or not, but surely a 


; 
27 | purchaser wno is expanding nis timber industry should 
# 


28 | be entitled to find out ahead of time whether he is 


29) going to get tax relief for his timber holdings or not. 
i . 


30; tt is very difficult and you can't find out. The 


uy 
H 
} 


4 


if 
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MR.PARKINSON: Indeed, the final answer is 
that the directives were issued on the pension plan 
certification that were later withdrawn from the Depart- 
ment. Again, this is an area we are not talking about 
that has any difficulty here but one must go to Ottawa 
to find out what was in the Blue Bulletin. 

MR. SELMAN: On that subject, the Blue Bulletin 
haart followed. In fact, pension plans are going through 
today which far exceed the concept set out in the Blue 
Bulletin. 

THE CHAIRMAN: The Blue Bulletin has been 
withdrawn. 

MR. PARKINSON: That is right. 

COMMISSIONER PERRY: It was withdrawn because 
it was not working. There were cases which it had not 
covered. I am disturbed about this whole area, I must 
say. I don't know what will emerge from it. 

MR. ANDERSON: Business is disturbed too, sir. 

COMMISSIONER PERRY: It seems to me that this 
question of the uncertainty of the application of the 
law is the reason we have courts, apart from settle- 
ments of equity between litigants. If the law were alweys 
crystal clear, we would not need any courts and, there- 
fore, you are saying, "Let's put some of this judicial 
function into the Department,’ and it is an open ques- 
tion in my mind as to whether that is where it should be. 

MR. FARKINSON: Wouldn't you agree that the 
present volume of cases before the Appeal Board is 


undesirable? An undesirably high number? 
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COMMISSIONER GRANT: Couldn't you make the 
same criticism as to anybranch of the law or any court? 


3| COMMISSIONER PERRY: The present volume of 
\ 


4| traffic offences is pretty high, too. 


si MR. PARKINSON: I don't think they are analogous, 
6) myself. 
7| 


COMMISSIONER PERRY: I mean it is part of a 


| 
| 
g| system that if you can't understand how the law applies 
| 
{ 
| 


gi to you, you go to court or the other side takes you to 
10, court. 
11) MR, PARKINSON: That begs the question of the 


12) adequacy of the legislation, surely? 


13) COMMISSIONER PERRY: No. 

14) THE CHAIRMAN: I think when we contemplated 
| 

15) the Income Tax Appeal Board in 1948, whenever it was, 


16| we hoped that the result of that would be to narrow 
| the law, to make the law more certain, and I suspect 
18|, 1t has gone some G@stance to do that which it certainly 
19| would not have done if treehad not been a sufficient 


| ) 
20|; number of cases provided. I am not sure there are too 


21) many cases now, I don't know. I haven't looked, but 


22| x don't think I have heard that before and it has not 


been suggested to us that there are too many cases 


24) before the Board. 

25 COMMISSIONER GRANT: Also the prime purpose 
26] of setting up the Tax Appeal Board was that a taxpayer 
27| could get his case heard quickly and at a minimum of 
28|; cost. It was never contemplated that the law would 
29|'ever be sufficiently clear that a case would Be have 


30|'to be referred to a competent tribunal for 
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D10 ;| interpretation. 


2 


MR, SELMAN: If one of the functions. is to 


3| get your case heard quickly, then the present volume 


4| has prevented the Tax Appeal Board from doing this. 


5 


7 


g| Boardand will continue to do so. 


9 


i0 


12 


13 


14 


15| that 7 and 8 deal with different statutes, wouid there 


| 


| 


i 


COMMISSIONER GRANT: It could be they could 
set up better facilities for handling the cases. 


THE CHAIRMAN: We are studying the Tax Appeal 


COMMISSIONER PERRY: Obviously we are arguing 
this in black and white, too, and there is probably a 
middle ground somewhere. 

THE CHATRMAN: We are at 7.1, or have we moved 
into estate taxes? | 


MR.ANDERSON: Having in mind, Mr. Chairman, 


16 be any virtue in moving to No. 9, which deals again with 


17 


the Income Tax Act, and then maybe deal with the questim- 


1g)naire, and having completed the submission with respect 


19|| to the Income Tax Act, to return to Sections 7 and 8? 


) 


THE CHAIRMAN: All right. You recommend a 


21|| decennial review of the Income Tax laws. Is your inten- 


22|| tion to have a Royal Commission appointed every ten 


MR. BARBEAU: Not necessarily. I think, Mr. 


H 
25) Chairman, that we feel that perhaps this is a measure - 


96| again, I don't want to be biack and white, but we feel 


27 


28 | 


that there should be a formal review of the taxing laws 


every ten years. After a ten-year period I think the 


99|/Act warrants a re-examination of its structure, if not 


30 {ithe policies, at any rate, 


Bid 
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THE CHAIRMAN: By using the word ‘re-examination’ 


you mean something of the kind that is now going on, I 
take it? 

MR. BARBEAU: I think, perhaps, I can phrase 
it this way: if there is a need for the Banking Act to 


be reviewed perhaps every ten years, perhaps there is 


| some need for the Income Tax Act and other taxing 


statutes to be reviewed. 


THE CHAIRMAN: Thank you. I think we can 


| understand that. Estate taxes. You would exempt foreign 


| capital brought in to Canada from the existing 15%. I 


believe that is the estate tax that now exists. 

MR. SELMAN: This recommendation goes beyond 
that. This is a reference to exempting foreign capital 
brought in to Canada by people who come in to Canada 
and become domiciled in Canada and on their death their 
estate would be measured against what accretion there 
had been during the period that they were in Canada. 

THE CHAIRMAN: And the accretion only taxed? 

MR. SELMAN: Correct. In other words, if 
somebody that was very wealthy, living in Hong Kong, 
wishes to come to this country and brings with him, 
let us say, $1 million, then only the amount by which 
his estate exceeds $1 million on his death should be 


taxed. 


a/PB/dpw 
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This is set out in its most naive form. It may be 
necessary that change in the purchasing power would also 


be measured in this. 


THE CHAIRMAN: The purpose of this is to 
encourage people of weaith to come in to Canada and 
become domiciled in Canada. 

MR. SELMAN: That is right. 

COMMISSIONER PERRY: There might be a question: 
would he just bring it here the day he arrived or would 
he stay with 1t? What form would it be in? 


MR, SELMAN: It wouldn't matter whether the 


wealth itself came. If the fellow was domiciled here 


| he could hardly become domiciled in Canada for a day. 


COMMISSIONER PERRY: He could bring his 
yealth for a day and sand it back, 


MR, BARBEAU: We don't feel it matters where 


ihis wealth is. If he becomes domiciled there would be 


income tax here and it wouldn't matter whether he 
received his earnings in Zurich or Hong xXong. 
MR, SELMAN: He would still pay tax on the 
world estate on his death. 
| CONMISSTONER GRANT: ‘what about the case of 
a wealthy Canadian renouncing his citizenship; going tc 
the United States, applying for U.S. citizenship and 


returning to Canada with his securities then in the form 


; OF American stocks and bonds? 


MR. SELMAN: He woul be taxed on his world 


| estate. 


COMMISSIONER GRANT: There is that loophole. 


MR, BARBEAU: We would have to have a vorocedure 


= euceden  papeenssn ieee tarp tame nere-oeihrs smn ma mprennnense ers emer st tien re rameter amin anti ayac—n ee Ae SCC tr tc Re ECCLES eC ECCT tee 
sig aaah ani mel ee -Snctnt pemecretmgtreas et A corner SS ee 
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E2 1] to plug that loophole. 


2 THE CHAIRMAN: Don't you want to bring him 

3) back? 

4 MR. BARBEAU: We would want to tax hin. 

5 MR, SELMAN: What we are trying to do is make 
6, Canada available to people incoming. 

“| THE CHAIRMAN: I can seé the reason and merit 
8| to the suggestion. 

i COMMISSIONER GRANT: I can see the reason. 

10 COMMISSIONER PERRY: I would suggest you submit 
11) thts proposal to the recommendation you have for giving 
12| careful public review. 

1) MR, BARBEAU: We hope it will. 

ial THE CHAIRMAN: Moving to federal sales tax --- 
; COMMISSIONER GRANT: Before leaving estate 

16 tax I notice you recommend that estate tax be imposed 

17|| by ome jurisdiction; in other words, you would like to 


18|| see the provincial succession duties eliminated and 

19 || aay a federal tax enforced. 

20 MR. ANDERSON: That is right. 

MR. SELMAN: That is one way. You pe take 


the Federal Government out of the field. 


COMMISSIONER GRANT: Then you would have ten - 
jurisdictions. , 

MR. SELMAN: I would venture to say, and I 
could back it up with some facts, you would be berber 
off with ten jurisdictions, ten provincial estate taxa- 
tions, than you would with the present situation with 


the Federal Government and some of the provinces taxing. 


COMMISSIONER GRANT: Administration-wise it 


* 


> 
a - 
= 
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E3 1} would be very difficult, wouldn't it? At the present 


MR. SELMAN: Right. 

COMMISSIONER GRANT: That is burdensome salud 
MR. SELMAN: Right. 

COMMISSIONER GRANT: To extend that to a total 
| of eleven would only complicate administration. 

| MR. SELMAN: Possibly ten, drop out federal. 
COMMISSIONER GRANT: Potentially ten. 

MR, SELMAN: That would happen very rarely. 

i The present situation creates what appears. to be irrepar- 
able conflict between the two jurisdictions taxing. I 


} have in mind here looking at the administration or 


estate tax acts-the time on the part of governments on 
15| Simply the Estate Tax Act and because this relies on 
ist common law rules and so forth it ey causing so much 
17|| trouble. This is a decision they have to maxe. Fei 
1g |, would cause a lot less cost to the taxpayer than the 
19| cost you now Beng The provinces, through agreement 
90 | with each other, never double-tax. In other words, 
21) the province's situs always has first lien on the tax. 
22) All the succession duty acts are based on the same 
23] principle. 
24 | COMMISSIONER GRANT: TI find myself entirely 
. 
253, in accord with you. 
% THE CHAIRMAN: Meving on to sales tax I think 
27; anyone who has looked at the Excise Tax Act would agree 
28 that it needs to be amplified a bit. Are you prepared 


29i tc leave the matterwithtrelecome ndation that it should 


E q be levied pursuant to a detailed statute? 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO 25 14 


MR. ANDERSON: That is our recommendation. 
2) THE CHAIRMAN: You have nothing further to 


3| add to that? 


y 


4 | COMMISSIONER WALLS: Just one question as 


5| to your principal reason for that recommendation: is 


6, it to get away from so much being left up to admini- 


7) strative decision? 


8 | MR, ANDERSON: Decisions and rulings, yes, 
g| particularly when rules are very difficult to obtain 
| 


10; and often are @tained only after a period of two or 


11; three years. 


12 | THE CHAIRMAN: Many are not public. 


13) NR, ANDERSON: Many are not public. I think 
14) if you know how to ask by name you can usually find 

A 

‘as THE CHAIRMAN: Shall we take five minutes 


17| before we get to the questionnaire? Do you wish to 


18; add something? 


19 | MR. ANDERSON: No. I was going to speak to 
20 | the questionnaire. 

aa THE CHAIRMAN: I ama little concerned aout 
dott | I think we will carry straight on if you don't 
93| mind. Would you care, lr. Anderson, to take us through 
24) the questionnaire? 

25 MR, ANDERSON: I would be happy to do that, 


26|| although again we have assigned particular areas of 


27| the questionnaire to specific members of the panel. 


28 | As we come to that these people may speak to them. I 


29|| think generally the theory and the policy of the question- 


30|| naire ig set out on pages 17 and 18. We feel this is a 


1 
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| responsible questionnaire. It was addressed to 1,200 
members. We received some 48 positive replies in the 
| form of completed questionnaires and another 64 who, 
for one reason or another, ‘phoned comments in. Their 
| results have not been tabulated but they did actually 
give the questionnaire some consideration. 

Of the members that didn't reply some would 

be companies who didn't feel their company would fit 

| into the picture, particularly. Our advisors were Ben 
Crow and Associates and they advised us that this was 
quite a response to this type of questionnaire. 

THE CHAIRMAN: We are delighted, I might say, 
you undertook such a job. 

MR, ANDERSON: Mr. Selman points cut to me 


in addition to the actual replies we have received we 


have reason to believe this questionnaire was regarded 


seriously by our members, and in many instances it was 


| 
in referred to the Board of Directors for policy decisicns 
vol before answers were put in. It wasn't something cone 
20| by straight ticking off. We think it had very careful 
91 | consideration. 
22 The results have been tabulated and on the 
a: a of these tabulations we nad the feeling that a 
24) further breakdown of the results might in some cases 
25|| provide areas which would be helpful in interpretation. 
26! I have filed with the Commission this morning and we 
27; have additional copies available a further breakdown of 
28 | these resuits. 
29 If I might just use Question No. 1 as an 


example: the question relating to double taxation. We 


ete th NN tty rt eRe ep eer tener fh etre ee 
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found of the companies replying, a total of 581 companies 
replying, 36% of those who replied indicated that the 
company should not have to pay any tax on profits 


distributed as dividends. 32% of those replies felt 


| that the present tax procedure with respect to this 
| double taxation was satisfactory and 24% felt that the 


| company should pay all of the taxes; in other words, the 


tax on dividends should be eliminated in the case of the 


| individual. 


What you learn from that I wouldn't attempt 


to interpret as far as you are concerned, but certainly 


| it would appear there is no unanimity of thinking among 


businessmen as to the elimination of double taxation. 
In order to more clearly understand this particular 
question we broke down the answers by industry. This 


is the information which has been filed with the Secre- 


| tary and will be provided in more copies. We ran into 


production problems. 

We broke down the answers in the six ma jor 
classes of industry, the same types of classes & appear 
at the top of the questionnaire, indicating the total 
sample of business interests that responded. With this 
breakdown we found across the board there has been no 

change by industry. In other words, whether the person 
was operating in the retail or wholesale field, consumer 
goods production field, industry, primary todteniaent 
heavy construction industry - by and large throughout 
the questionnaire we found by industry the feelings of 
people were about the same. 


At the back of the questionnaire we have 


8 8 8 N RR 


indicated the size of the companies from 2 profitability 
point of view indicating of all the replies that have 
come in to the questionnaire 15% were in the zero to 
$10,000 bracket; 21% were in the $10 to $35 thousand 
bracket; 17% in the $35,000 to $100,000 bracket and 

24% in the over $100,00L bracket, and various other 
sscemnteenes for loss or mot liable for tax. 

We have broken down the amswers given again 
in this question with respect to the profitability of 
the company and we fount! tn most instances even. this 
distribution tends to eer cok percentages indicated 
in the total sampies. There may be one or two of the 
sections we will deal with specifically where there has 
been slight variation, but ma and large throughout the 
guestionnaire the distribution has never tended to 


indicate that- the sampie is probably sound. I would be 


| prepared to answer any questions on Question No. l. 


THE CHAIRMAN: I think it is very clearly 
stated. I don't have any questions. 

COMMISSIONER WALLS: Not only that, but we 
are going to get a complete breakdown. 

MR. ANDERSON: The complete breakdown will 
only tend to confirm the conclusions you have here 
already. 

Mr. Selman would like to comment on No. 2. 

THE CHATRMAN: Yes, Mr. Selman, 

MR. SELMAN: The question suggests the larger 
companies accept a 10% decrease in their tax rate which, 
of course, would equally make up the decrease and pena- 


jize the smaller companies by the elimination of the 


wee fi 
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t 
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$35,000. One would expect that the companies with the 
income oyer $100,000 would be in favour of such a sugges- 
tion. Only 50% actually are in favour, Forty-five 

per cent -a uniform rate would not be a desirable 
stimulus to them. The comclusion that one can draw 


from this, perhaps, is only that the people answering 


| this looked at the thing in a very responsible fashion, 


not only from the point of view of their avarice. 
THE CHAIRMAN: The small companies --- 
MR. SELMAN: The small companies generally --- 
THE CHAIRMAN: --- reacted against. 
IR. SELMAN: Reacted against. By industry 


classification there isn't any substantial change. There 


| isn't any particular industry which would seem to desire 


this thing over others. 

THE CHAIRMAN : That is interesting, thank you. 

MR. ANDERSON: Mr. Sarto 

MR. BARBEAU: Again, the aim here was to try 
to get opinions of business communities as to the power 
of ultimate incidence of tax. I think the results 
speak for themselves. Perhaps a point of interest, 
looking at 3 - and I might say parenthetically, we put 
some of the questions in there - some of the choices 
were put there to sidetrack the correspondent. We 
didn't feel at any rate that they had application, but 
we put them there to see what type of response we would 
get. Perhaps the point of interest is between the 
raise in prices, smaller dividends and attempts to 
increase productivity of labour are more or less the 


Same percentages and in agreement with some economical 
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EQ 4] theories. 


2 


13 


| 14) 


15 


16 


THE CHAIRMAN: Have you looked at trying to 
assess what the effect om shareholders would be - I 
suppose the first qualification absorbed the ioss. 

The people replied accordingly. I suppose that the 
weight of such a change in taxes would be on the share- 
holders. Declaring smaller dividends would be in the 
same category. 

MR. BARBEAU: This is one of the shortcomings 
with the question. This can be regarded as a short-term 
effect. They may absorb loss in the short term but not 
necessarily in the long term. The second one perturbed 
us a little more. 

THE CHAIRMAN: You would question the validity 
of the second one, I would assume? 


MR. BARBEAU: This incentive for greater 


17 efficiency. 


18 


THE CHAIRMAN: That is very interesting, of 


19] course. If increased taxes could create greater effi- 


20 
21 
22 
23 


24 


29 


30 


ciency - that is something we hadn't reckoned on before. 


MR. ANDERSON: We wouldn't wish to have that 


in the record as one of our conclusions. 


MR. SELMAN: One might point out in the retail 
and wholesale group 45% as compared to 35% average felt 
they could effect savings in overhead. 

MR. PARKINSON: The professional group is 
less interested in saving. 
MR. ANDERSON: Question 4 on exports. 


MR. BARBEAU: In that connection with exports, 


I don't think we have enough correspondents, and certainly 
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E1Q4| not enough in the export market to make this too meaning- 


2) ful, but I think it correlates itself with the question 


| 
3), on tax shifting; in other words, the indication there 
| 
| would be they would absorb the increase. 


IR, ANDERSON: The indication there is competi- 


in 


| 


6 tive factors take more than taxation. 

7 THE CHAIRMAN: One wonders if they didn't raise 
g) the orice of exports where the tax would be borne, 

9) poss<bly, I suppose by the shareholders. 

10, liIR, ANDERSON: We are speaking in terms of 

11) increases which are something normally that may be borne 
12) out of profits although no one desires to. 

13. THE CHAIRMAN: Again, short-term. 

14, WR. ANDERSON: Yes. Question No. 5; lr. 

15| Barbeau again. 

16) MR. BARBEAU: Again, this was to try to get 
17; the views of the business community with respect to 

18| reduction in corporate tax rates by a deficit of the 


national budget. Again, we find in this case the 


21) shouldn't be a deficit beyond the present rate. Again, 
22| 4t was to zet an opinion. 
23 | THE CHAIRMAN: It is interesting to know what t 


24) answers to the questionnaire would be by a similar 


25 srcup in the United States now where it has been under 


26] a great popular review. 


27 MR, BARBEAU: I wouldn't be surprised if the 
28 | same thing was the case; certainly all indications 
291 would point that way. 


30 THE CHAIRMAN: They might do. 


MR. ANDERSON: We have rather extensive 
questions on depreciation. Mr. Selman? 


MR, SELMAN: This question, when we broke it 


| down by industries, the only category significantly 
different from the total group is heavy and light 

| construction where 43% of those sampled - I will admit 
it is a small group - claimed in their ee tee WES 
| actually depreciated more rapidly with the maximum rate. 


| 


9| 54% of the group felt not. 


F/MR/apw 1 
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The rest of it is comcerned with that sample. In this 
question originally we asked the recipients to indicate 
to us what specific assets were troubling them and I 


have made a fairly short list of the ones which were 


| menbioned: 146 companies specifically mentioned these. 

| 15 mentioned asphalt roadways and requested rates 
varying from 7} to 50 percent. Five, or one-third of the 
| suggested that 20% rate contrasted with the present 

| 4% rate on asphalt roads. This is not the information 

| which we have tabulated. If you want to tabulate it 


| afterwards we can supply it. 


Fourteen of the group mentioned office equip- 
ment and half of that number saiend for a 30% rate 
contrasted with the present 20% rate. Thirteen mentioned 
construction equipment and six suggested 50% contrasted 
with 30. 

Eleven mentioned autos and trucks, but I do 
not place too much strength on this because five of them - 
asked for a 35% rate, which is only a slight imerease 
from the present rate. 

Eleven companies mentioned manufacturing 


equipment, of which five asked for 30% contrasted with 


| the present 20, and there was smaller mention - a smaller 


number mentioned such things as electronic equipment 
and component parts of buildings, and so on. 

I would point out that the rate increases 
that we asked for are ali fairly conservative. They 
are not what I think are substantial and unrealistic 
rates and I think that, coupled with the results from 


questions B and C, indicate a concern that the tax 
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depreciation rates used be accurate and realistic. 


THE CHAIRMAN: I did not hear the last part 
of that. 

MR. SELMAN: I draw the conclusion from this, 
from the relatively conservative answers and recognized, 


together with question B and C, that the primary concern 
to the recipients was that depreciation rates be 
accurate rather than used as incentives, or so forth. 
THE CHAIRMAN: Thank you; and the present 
system is a pretty good system? 
MR. SELMAN: Very satisfactory right across 
the board and our suggestion of a system which would 


virtually give the taxpayer carte blanche in its depre- 


| ciation rates, provided he was willing to book it in 


his account was rejected. 


I was interested tc see that in this one 


there is no substantial difference in the result between 


small companies and large companies. They all rejected 
it. 

MR. ANDERSON: Write off business losses, 
Question No. 7? | 


THE CHAIRMAN: I think so, Just a minute 


until I turn this over slowly. 


MR. ANDERSON: I am sorry. © 
THE CHAIRMAN: Yes, I think so. 


MR. PARKINSON: The present limitation on the 


7 carry-over of losses for five years is open to argument 


ij that it is not particularly a logical limitation. In 


i practice it has been the experience of members of the 


0 | Research Committee that businesses do actually run out 


| Loeses whatsoever, 


| that had run out of losses to the total, 


| a very cifferent result: 
| ew stad Jove 


W iO 
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of time in absorbing the losses, so we felt it would be 
a very desirable question to put in here to see actually 


the effect on businesses in general, and the results 


| which are shorm here speak for themselves. 


IT think that the five-year limitation 


apparently has not been a particularly hampering provi- 


sion to businesses in general. While a detailed break- 


down again does not indicate any substantial variation 


from the total sample, although it is perhaps of some 


| significance that 12 large businesses in the over-$100,900 


- 12%, which*istabout 14) Lato rl5 vi ehiaanie 56 did run 
out of time in offsetting losses; 

next question giannis a follow-through 
THE CHAIRMAN: Before you move on to it, I 
question your conclusion under business 
may well be that those 79% did not have 

i and if 
whnien had incurred losses since 1959, and related those 
one would get 


am I not correct? 


iR,. PARKINSON: That is so, but I think it 


it would appear, gust taking the one column, businesses 


$100,009, it would appear out of 109 recipients in 


| that category only 14 or 15 actually found themselves 


in that position so that whilst other businesmen have 
had, or may not have incurred losses, nevertheless the 


provision per se has not given any real trouble. 


THE CHAIRMAN: Thank you. 


one took a proportion of those. 


valid conclusion as distinct from percentages. 


—— 2525 
| MR. PARKINSON: The next question is, as I 

| said, really just a corollary of Question 7, and in a 

| wey, almost an unnecessary one, if the validity of the 

| conclusion that I just reached is agreed upon. We felt 
/that if the answer to Question 7 did indicate that many 
| people were rumning out of time, possibly they would 


i prefer to have the opportunity of filing a consolidated 


In addition to that aspect, of them running 
out of time aspect, there is the other position which 
2) gropps of companies found themselves in fairly frequently, 


| and that is that in a group, some corporations may make 


any rate, they are perhaps paying taxes in advance of 


| what they would do if they could file a consolidated 


The consolidated return is permitted in the 


| United States, combined with a penalty, an extra tax, 


We haven't, I don't think. resolved in our 
own minds what parts of it mean, but the no-answer 
category is extremely high. We do not fully understand 
why that should be, and also there is a column headed 
"Single corporate entity in Canada" which was intended 


to cast them out from this particular part of the 


| 
losses, and some make profits, so that temporarily, at 
| 


1s 
1 cS Lose 
{ 
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questionnaire. They answered even though they were a 


single corporate entity, that they would have been 


| better off had they been able to file consolidated 


| returns. They may have misunderstood the question. 


They possibly were speaking of foreign subsidiaries. 
I don't know. 
THE CHATRNAN: I would think, though, that 


it is amazing, the figure of 37% in the second column 


| who have indicated that they have paid more taxes than 
they wuld have paid if they had filed a consolidated 


it return. Loam very surprised. 


MR. PARKINSON: But, nevertheless, given the 


| opsertunity to do something about it, they dropped to 


IIR. BARBEAU: When we bring in the 2% increase 
in taeesh 


iiR, PARKINSON: So that that 37% who apparently 


i find themselves hampered, they are not prepared to pay 


| the 20 extra tax for the privilege of filing a consoli- 


/ 


| dated return. 


THe ) CHALRMAN* 2S Le curious, isn't..1£2 
IR, LARKINSON: Yes. 


THE CHAIRIAN: They must have been very slightly 


i 
| hampered ? 


IR. PARKINSON: Yes, presumably. 


THE CHAIRMAN: Mind you, that percentage whose 


| expansion plans were hampered is very low. 


MR. PARKINSON: Yes. 
THE CHAIRMAN: It indicates, according to 


column 2, that 45% of those suffered in regard to tneir 


252T 
F6 ij expansion plans by virtue of no consolidated return. 


2i COMMISSIONER PERRY: They must have had very 
3} limited expansion plans. 
MR. : There is something interesting 
| in this respect: we broke this part of the questionnaire 


Thirty- 


i1| In other words, small businesses and large 


17] businesses seemed to feel less effect the business 
t3| in the middle. My own persomali reaction to this is that 
141 this has indicated thet the business that is financed 

5 | mostiy out of earnings is hurt. 

16 | THE CHAIRMAN: You say "is hurt"? 

17 MR. SELMAN: Is hurt, more so than businesses 
1g| which are financed by borrowing through the I.D.B. 

i9 THE CHAIRMAN: I am very surprised at this 

20) because I thought that most corporate taxpayers had now 
21) found ways of accomplishing the same result as would 


22| have been achieved by consolidated returns, 


& 


This would tell me that this is not so, and that 


in fact people are paying more taxes and that there is 
really a need for consolidated returns in Canada. I 
have wondered about this; wondered whether the right 
to determine income would not be by way of consolidated 
returns. This certainly goes to support that view. 


MR. PARKINSON: And yet even in that category, 


ss 83 8 § RR RF 


as Mr. Selman mentions, 64% of the sample, it is actually 


FT 1| 
| 
| 


3} 


| 
*| 
5 


6 
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a small sample unfortunately - but 64% say that they were 
hampered but the figure drops to 186 when they are given 
the opportunity to file a consolidated return with a 


penalty tax. We feit that it was essential to put in 


' that idea of a penalty because obviously if you say, 


“Jould you file?" the answer is, "Yes," a hundred per- 


THE CHAIRMAN: If you get anything further 


| on this, I would like to have it because I think you 


| simply leave us very puzzled indeed at the moment. 


| There may be nothing more you can do. 


MR. ANDERSON: We have one suggestion that 


| ve would like to make to you: the results of this 


questionnaire have been tabulated in order to produce 


| the information which we have, and which we have filed 


today. 1 imagine any given set of statistics can be 


put through a machine to produce almost any given infor- 


| mation and we will be happy to make available to the 
| Commission either the questionnaire or :the cards from 
|which this information. has been tabulated and if your 


| research staff could learn something from that, that 


would be helpful, we would be certainly glad to make 


these available to you. Again, I would not ask you for 


| an immediate decision. If you do wish them, we certainly 


would be happy to co-operate. 
THE CHAIRMAN: Thank you very much, indeed. 
MR. ANDERSON: There may be other types of 
information, or other classifications that would occur 


to you as being more important than would have occurred 


to us, 


g) had any direct b 
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THE CHAIRMAN: We are, of course, conducting 


our own surveys, but it may well be that this would 


| complement what we are doing. 


MR, ANDERSON: Question 9, I think about all 


| that we jearned from that was that business regarded 


s| regulation 1109 as something which was of really no 


benefit or value. Oniy 7% felt that this 


in their acquiring assets that 


| they would have had under ordinary circumstances. 


THE CHATRMAN: Thenk you. 


im\ibar 
BN Dra 


SON: A very sme@ill percentage also 


1g] felt that this type of regulation would be of no assis- 


3| tamee to them in going fcrward. 


5| surprise us. 


MR, ANDERSON: Turning to 9c, Mr. Selman 


7i points out that 53% have indicated that no particular 
gi rate of accelerated depreciation would change their 


i normal plans, and only an accumulative 14% indicated 


that if they could set their own rate, they would make 


4) their plans in accordance with this particular rate. 


It would appear that if you could use the 


| term "gimmick" this is a gimmick which was not parti- 


4 | cularly well received by the business community. 


THE CHAIRMAN: These are very honest replies 


| that you have given. 


MR. ANDERSON: We believe we have had respon- 


sible replies to the questions. 


COMMISSIONER GRANT: Would it be a logical 


conclusion that they are satisfied with the depreciation 


FQ 1 
: 


3 
4) 


i) 
n 
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schedule as it now exists? 
MR. ANDERSON: I think this is borne out by 
the replies to the depreciation question as well. 


MR. PARKINSON: And there is an astonishing 


unanimity in the further breakdown on this last question. 


MR, ANDERSON: Under production incentive, 
Question No. 10, it would appear that only a limited 


number of those who have replied were particularly 


| interested, or particularly assisted by the production 


incentive. 
Seventy-seven percent who are engaged in 


manufacturing, processing, experienced no benefit what- 


| soever from the production incentive. 


THE CHAIRMAN: It is very helpful to have that 
answer, indeed. 

MR. ANDERSON : No. ii? 

MR, BARBEAU: I think the main purpose of 
this question, and one which we have been rather 
interested in its result, was generated by a feeling 


that by way of incentive the businessman in British 


| Columbia is much more concerned about minimizing business 


| losses than to receive greater profits. 


In otner words, the real problem here in 


Britisn Columbia seemed the fear of losing capital in 


starting off a new enterprise. Accordingly, we pro- 


pounded this question whereby an investor in a new 


|; enterprise would be allowed to deduct or to recover 


capital losses incurred in starting off a new enterprise. 


The results, I think, are quite strong here 


and quite marked to the effect that they would favour 
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F1O i] such an incentive directed to the losses, rather than 
|to an increase in profits. There were 73% in favour 

of it. However, to perhaps bring in a note of practi- 
| cality into the situation we also brought the (b) part 
lin to the effect that this may require governmental 

| approval and there the answers "Yes" come-down slightly. 
| Nevertheless, they are still substantially in favour of 
| this incentive to allow a recovery of capital losses 

| incurred in new enterprises in British Columbia. 

THE CHATRMAN: This is the exact question 

| you put to these people, I assume? 

MR, ANDERSON: Yes. 


THE CHAIRMAN: Because I nave a little trouble 


where this might be recouped. 
MR, BARBEAU: Well, the problem was, Mr. 

Chairman, again this would require a lot of research. 
1g|| There were a number of ways. For example, they could 
deduct the capital losses over a period of five years 
which would mean, if they are in the 505 tax rate, they 
| would recover half, but you could also recover or recoup 
| more than that. All we wanted to intimate to them is 

that they could recoup part of it back. The exact 
i method, we did not feel was necessary to get their 
|} conclusion on. 
THE CHAIRMAN: Thank you. 
COMMISSIONER GRANT: This would have perticular 
| application, would it not, to an individual rather than 
| a company? 


| with the word "“yecoup” without anything further as to 
MR. BARBEAU: Yes. 


, Ls 
‘_ e) 
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G/PB/dpu MR. ANDERSON: While this question was directed 


2\|| to companies we have the feeling possibly when this 

3|| section was answered, the individual who was marking 
4| with the pencil was thinking possibly partly in terms 
5| of himself and partly in terms of his organization. 

6| MR, BARBEAU: It applies to both. 


7 | COMMISSIONER PERRY: It is in accordance with 


8| the submission we received from a participant yesterday. 
9 MR, SELHAN: One might note in passing that 

10) the breakdown indicated the bigger companies are the 

11) companies that didn't want government regulations. 

12 The smaller companies accept them quite readily. 


13 THE CHAIRMAN: I suppose that is quite accep- 


14] table. 
i5 MR. ANDERSON: Capital gains. 
16] MR. BARBEAU: Capital gains, the results are 


17} clear, very high percentage, 70% against capital gains 
18/| tax. We fully recognize the whole issues weren't 

19| defined, and perhaps some people weren't aware of the 
20 | problems involved, the defitional problem. The losses 


21|| speak for themselves. 


22 THE CHAIRMAN: I think it does; thank you. 
23 IIR, ANDERSON: Question 13, Mr. Parkinson? 
24 | MR. PARKINSON: In putting Question 13 to an 


25; extent we anticipated the answers to the question concer- 


26 |; ning incentive depreciation, regulation 1109 - ie anti- 
27 | cipated that the answers to this would be indicative 

28 || that 1109 wasn't effective. Ina climate of monopolies 
29| of the Tax Act in order to provide the progressive 


30 economy and so forth we felt something like this should 
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2| The results - some are difficult to interpret - split 

3) down the middle, it suggests that 43% would be interested 

pin this type of thing or a fairly big sample of the 
icxtinen imemantes In the more detailed breakdown it 


H 


was interesting to note that the industrial production 


THE CHAIRMAN: I would imagine any such 
l|reserve as this would have to be conditioned by govern- 
ment regulation. 

MR. BARBEAU: We would imagine so, The per- 
13) 


| 


| this scheme under government supervision dropped, of 


centage of respondents still expressing interest in 
ti 
15) course, but not tremendously. 
16 THE CHAIRMAN: The balance describes who the 
17 | respondents were? 
18 MR. BARBEAU: Yes. 
19 MR, ANDERSON: And the actual form of the 
29 || questionnaire we sent out is appended as further infor- 
mation. 

THE CHAIRMAN: This is most interesting to us. 
This is the first report of a questionnaire that we 
have received, as you probably know. The Canadian 
Chamber has got.ome questionnaire going around, and may- 
| be one or two others, I don't know, but we have, of 
course, ourselves wondered very often what the general 
views of incentives were, and other things also. I 


must say this is an imaginative and good approach to it 


and of great interest to us. I don't think we have any 


1} be put in and the question is baSed on the Swedish system. | 
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G3 1] further questions. 

2 We thank you most sincerely, gentlemen, for 
3| your attendance this morning. It was a great help to 
4] us. We appreciate the help because this is a very broad 
5| area and we are looking to people like yourselves across 
6) Canada to set forth your views, which you have done. I 
7 might say we are delighted to be in Vancouver and enjoy 
8} the beauties of the city which we indulge in within the 
9} limits of time and opportunity aceorded to us. It is 
10) nice to be here. ‘Thank you very much. 
1 MR. ANDERSON: It has been our pleasure to 
12) present this to you and we wish you well in your future 
13|| deliberations. 
14| THE CHAIRMAN: We will break off for three 


15/| minutes. 


16 

17] --- Short Recess 

18 | 

19) THE CHAIRMAN: This is Mr. Guenther. 

20) THE SECRETARY: The next submission is from 


21| Mr. D.N. Guenther. Mr. Guenther is present here this 
22\| morning to speak to his brief. I will enter this brief 


23) into the record as Exhibit 139. 


24 

25 | --- EXHIBIT NO. 139: Submission of Mr. D.N. Guenther. 
26 

p ¥ SUBMISSION OF MR D.N. GUENTHER 

28 THE CHAIRMAN: Thank you, Mr. Secretary. Good 


29 morning, Mr. Guenther. 


30 MR, GUENTHER: Glad to see you, sir. 
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Thank you. Glad to see you. 


9] What draws you to taxation, particularly? Do you earn 
3) your living in this area? I don't think you do. 
: MR. GUENTHER: I haven't been able to. 
THE CHATRMAN: Are you an economist? 
MR, GUENTHER: I beg your pardon? 
THE CHAIRMAN: What is your occupation, sir? 
‘MR. GUENTHER: Carpenter. 
THE CHAIRMAN: Why have you made a study of 
3 | taxation? We all have to make a study of tax returns 
but we all don't go deeply into taxation.» 
mR. GUENTHER: Becatise I have béen abused by 
| taxation and because of thie results of this taxation. 
As you will see, paragraph 3 5 "How is an individual 
tradesman to maintain a living under present circum- 
stanees and taxations?" 
THE CHAIRMAN: You consider we are over-taxed? 
MR, GUENTHER: Not only over-taxed; abused. You 
will see now. He pays income tax on the money earned 
in wages where he cannot afford to pay the rent nor 
afford to have a house built by the contractor due to 
unemployment. This individual is circumstantially 
compelled to build a house for himself to make his tine 
worthwhile. In order to do this, he has to pay the full 
price for the lot, plus sales tax and property tax, buy 
all the building material at cost price, plus sales tax 
and improvement tax, yet he is not exempted from the 
income tax for the expenditure. How is an individual 
to compete and remain alive where the monopolists are 


making their profits in business tax free? How does 


| 
| 


bo 
— 
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Commission account for such procedures? 


THE CHAIRMAN: We don't account for it at all. 


| We are asking you to tellus mwtofix the system. You 
. 


| are giving us your views and we are very grateful to 


you for doing so. It will be our job eventually to 


| make recommendations towards the improvement in tax 


laws in Canada which I hope may ovércome to some degree 


the difficulties to which you refer. 


MR. GUENTHER: Gentlemen of the Royal Commission 


Tax Commission, are you aware of how many foreclosures 
have been made by this in the last 10 or 12 years, how 
much in sales tax has been received by the Commissions 
and the Hydro authorities on fans and electricity that 

is sold alone by Hydro to the Government --- --- all 

the generators and land that is bought and when the 


people have paid threefold for the electricity and we 


| can't afford electricity,to pay the bills of electricity 


or gas, nor can we afford to pay our grocery bills. 
Our taxes have been almost doubled yearly since 1956. 

For example, my brother and I were buying a 
lot in Burnaby for a price of $2,000. We vorrowed it 
at 735 to make a livelihood in the year 1958. Burnaby 
Corporation refused to issue a permit to build on the 
ground saying no adequate drainage, which is not the 
case, as you will see in this letter, 

I have a letter here, a letter froma sepeee 
tank expert in the last 20 years in Burnaby - he 
examined my lot and gave me an estimate to construct 
a septic tank with a 20-year guarantee. You will 


realize corporations are entirely vicious. Their main 
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28 


| property on false pretences, by not granting a building 


| permit - raising taxes. 


My brother had to go across the line --- 


Exemmie 2. . ee 


THE CHATRMAN: You don't need to read your 


| grateful to you for having put it before us. We have 


| tions, Commissioners? 


MR. GUENTHER: Yes, indeed IT have. Within 
the scope of circumference --- ummecessary hardships, 
sir, if the Commission has courtesy and privilege - 
the impossibilities we face and there are examples in 
the Vancouver administration. 

Gentlemen of the Royal Commission solemnly i 
say they are imposed undemocratically and dictatorially 
to destroy the helpless indiwidual by --- what they 
call dispersement. The fact of that happerecd. I there- 
fore move a different range of circumference be 
adopted in a realistic way not provided by unnecessary 
hardship in present taxation, that an authoritative 
source be established and a person hired by the Royal 
Commission to see that individual citizens get their 
full share of living rights to live wherever he wished 

to go and to investigate on request of taxpaying resi- 
dents ---~ 


The municipalities have the courts who are 
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in the interests of their own protection on the taxes - 
at the taxpayers' expenses. As you know these indirect 
criminals have to make a living off the helpless indivi- 
dual. This is wrong - unnecessary hardship --- 


As you will see in my case, I have been 


/ compelled into the situation where administration in 
| the last six years, paying taxes with nothing in return 


| ~ invested $2,000 a 7% - that is taxes - not being able 


to make payments on the principal. Then what do you 


| eall this corporation --- 


THE CHAIRMAN: Thank you very much, 
MR, GUENTHER: I have all the evidence if the 


Royal Commission is interested in seeing this and they 


' are welcome. 


THE CHAIRMAN: We may well be, and if we do 


i we will be in touch with you, 


MR, GUENTHER: iiay I leave it with you? 
THE CHATRMAN: I don't think you need to do 
that. After our staff have a chance to look at it they 


kmow where to find you and we will be in communication 


i with you. Goodbye. 


Yes, ir. Secretary? 
THE SECRETARY: The next brief is being presente 


by Dr. E.F. Weir of New Westminster. . Dr. weir is here 


i and he will speak to his brief which I now enter into 


the record as Exhibit 140, 


--- EXHIBIT NO, 140: Submission of Dr. E.F. Weir. 
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SUBMISSION OF DR, E.F. WEIR 

2 THE CHAIRMAN: Good morning, Dr. Weir. I was 
3] going to apologize to you for being a little late but I 
4] am not sure we are. 

5 THE SECRETARY: Yes, we are. 

6 THE CHATRMAN: I am sorry about that. I hope 
7| we can deal with this this morning. If we can't and if 
gi you are free we can see you for a short time this after- 
gj noon. You put some most interesting information before 
70! Us. We have all enjoyed reading your submission. I 
11 must say I am curious as to how a medical doctor 

12| Specializing in internal medicine is also an expert in 
13 economics, 


14 DR. WEIR:- I am not an expert, sir. I made 


15|| a study of it, 


16 THE CHAIRMAN: You have even written a book, 


17|| I understand. 

DR. WEIR: Yes, sir. 

THE CHAIRMAN: It is a hobby, I suppose? 

DR. WEIR: Well, I feel as strongly about 
seeing wrong tax medicine administered to @e public 
as I would about wrong medicine administered to the 
patient. I see that being done. I just feel that I 
ae to speak up against it. 

If I may tell you a short story to exeietn 
why I am here and why I think you people are here. 
In 1958 I wrote a book, “Are Taxes Necessary?" in which 
I drew up principles for reform. The main principle 
of that being to place higher taxes on consumer spending 


and lower taxes on everything else and as an adjunct to 
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+t also to lower interest rates, at least at such 


2 times as there was widespread unemployment. I sent 
3, copies of the book to the Prime Minister, Mr, Diefenbaker, 


4| and leaders of the other partesand they wrote back and 


6| quite quietly that year. The budget of 1959 did 
7| nothing to improve the economic cohditions in Canada. 
3! The opposition party said, to borrow a phrase, the 

"do nothing budget." In those years I had several, a 
10| number of exchanges with Mr, Fleming, the Finance 


11 Minister. I call them exchanges because although he 


12 always wrote me very courteously he always disagreed 


13| most heartily with my recommendations, 


5| thanked me. Then, as you know, things progressed 
| 
| 
| 
| 
| 
| 


14. 


15 


16 


In April of 1960, for example, at a meeting 


| of the Canadian Club of Toronto he said that he had been 


badgered by a number of people to have the Canadian 
dollar devalued. He listed five ways in which this 


could be dome. Then he quoted: "These are five courses 


| thet are open to the Government. Notwithstanding long 
| personal study of the problem, I know of no others." 

| So I wrote to Mr. Fleming and told him that if interest 
| rates in Canada were lowered, the Canadian dollar would 


i very promptiy reach a lower level. He thanked me for 


my suggestions. Again, nothing happened. 

I wrote him again and he replied. I think 
this is a very interesting reply in the light of what 
subsequently happened. He said: 

"I am sorry that we disagree as to the 

proper financing policy to be followed 

now. I cannot share your gloomy outlook 

on Canada's prospects.” 

Now, that was at a time when the consumer 
price index had hit an all-time high; when the grogs 
national product, in spite of that, was dropping; when 
unemployment was at its highest level since the Depres-~- 
sion years; when the unemployment insurance fund was 
almost bankrupt; when our industries were being sold out 
to foreigners at an unprecedented rate, but he did not 
share my gloomy outlook on Canada's prospects. 

*"..-nor can I subscribe to your view that 

the Government should spend more and 

increase the supply of money. The Govern- 


ment, as such, has no power to increase 


23 
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the supply of money even if it were a 

sound policy under present circumstances 

to Boa 

Then L wrote to Mr. Diefenbaker and I told 

him that Mr, Fleming was following a restrictionist 
policy and that if they did not reverse that policy very 
soon the Conservative Party would cease to be a political 


foree in Canada. Mr. Diefénbaker's secretary answered 


| mes: 


"Mr, Diefenbaker appreciated your interest 
and welcomed your views on the economic 
situation and the remedies which you fore- 
see would correct them. While there 
cannot be a detailed discussion of your 
proposals, you can be assured that they 
were noted and that the present govern- 
ment, in determining legislation is not 
unmindful of the suggestions we have 
from persons like yourself who have made 
special study of the problem with a 
view to discovering the best possible 
solution.” 


I felt that my letter had hit the mark but I 


| 
94! couldn't be sure. I looked around for other allies. 


25 || ir. Coyne, who was then the governor of the Bank of 


26 


27 


28 


29 


Canada, was a man who did share my gloom regarding 
Canadian economic outlook and I made the same recommenda- 
tions to him, that we put our taxes primarily on consumer 
spending and lower other taxes, even if it meant a 


slight increase in the national debt and also that we 


Mr,Coynme in December, 1960, said: 
"I must, however, ask you to excuse me 


from commenting on specific proposals, 


matters." 

Now, that was very sound advice on his part, 
| but he did not follow it and two weeks later he made a 
{Andel in St. Johns where he did come out with his own 
| tax proposals maaan were exactly the opposite of those 
| nich I had recommended; auaaa he would increase the 
| rate of interest in Canada. He would increase taxes 

| end particularly the tariff on imports. 

Well, we all admire his courage, but I must 
| say that I disagree with his proposals and everybody 
else did, and as a result, he became - well, very shortly 
|} after when things started to pop, Mr.Coyne had to go. 

| I don't know what went 7” behind the scenes, but very 
shortly afterwards there was some startling things 

| happening, as you know. 

Me, Fleming brought in what he called an 

| expansionist budget and accused Mr.Coyne of being a 

l restrictionist and it was very interesting that the 
budget brought in the next year followed very closely 
| the recommendations that I had made and whereas the 

| Conservatives had been following a swift downhill course 
: before, nobody expected the Conservatives to have a 

} chance at re-election, When they did lower the value 

: of the Canadian dollar, lowered taxes to bring in a 


{ 
' 
particularly those relating to taxation 
| 
| deficit budget, as you know, the economy made an abrupt 


29 


30 
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— 


The veople, I think, would have voted them in 
with a still ereater majority except that they expected 
the Conservatives to reverse their stand once they were 
elected, 

I wrote to Mr. Diefenbaker congratulating him 
on the devaluation of the dollar. I thought that they 
hac cone @ remarkable piece of work but iP eeture te 1y 


- hac my letter reached him a week earlier, it might 


| have nhac some effect but unfortunately it reached him 


one day after the austerity program was announced, and 
eé vere all ashast at the claims proposed in the austerity 
ram, £0 much so that the Conservatives lost power. 
Tne Liberal Government came in and that brings us down 
to tne Gordon budget which I will not say_anythine on 


pete [eee 


improvement and the Conservatives were re-elected 

although by a narrov majority. 

no, abanown 2S cre Tr te te ir Feereon gurte So.nteda. 

on that budget, and it is interesting to me, when I 
Wrote in Tesce TL pointed ‘out there that Mr. Gordon did 

not ceem to uncerstand some of the basic’ principles of 
economics, Little did I’ dream at that time that he would 


some Cay be our Finance linister. 


read several predictions that your Commission will come 
to nothing; that it will very quietly be pigeon-holed 


anc 1 would feel very sorry if that happened because 


}our leaders very much need your direction. 


I recognize all of you as being much more 


> 


expert than IT am on the details, but I feel that’ my job 


i am sorry to be so long-winded but I have 
is tc tell the individuals who were to help direct the 
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taxes on 

| consumer anette, lower taxes otherwise, and lower 

: interest rates, at least while we have people unemployed, 

i should be put into effect. 

| THE CHATRMAN:: Thank you. You have put forward 

your proposition I think very clearly here. I-personally 

| do not think I have any questions. 

COMMISSIONER WALLS: On page 2, where you 

state: "This amendment should be extended so that the 

| taxpayer could deduct from his taxable income whatever 

| he invested in government bonds, investment funds, 

| corporation bonds, stocks, life insurance, or even bank 
deposits" - now, if a man has been putting money into 
any one of those throughout his life, and comes time for 


retirement, and he withdraws all for the purpose of 


eR te ARLE A A tt 


purchasing an annuity, do you, under your plan, 

foresee him having to pay taxes on the entire withdrawal 

then, in line with the rest of your program, or would the 
19 that he re-purchased an annuity obviate that and 
29/| he would then be taxed on.a separate quota that he might 
draw as a pension each year thereafter; is that the way 
92\| you visualize it? 


23 _DR. WEIR: As long as he does not withdraw 


his money faster than the quota allows, he would pay no 
25|| taxes on it. 

6 COMMISSIONER WALLS: But he would withdraw it 
27) once, as a lump sum first, and then he would re~invest 

29g in a single payment annuity. 

29 DR. WEIR: If he would withdraw in:a single 


30} year, yes. 


en eR Rp rr 


28 


29 
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COMMISSIONER WALLS: And then he would only be 


-q if that annuity was surplus to the consumption 


: quota that you set? 


DR, WEIR: Fes, 


COMMISSIONER WALLS: I am little concerned 


| about your desire to curtail spending and for Canadian 


| manufacturers to ship as much as they can abroad, 


because vould we not be forced by the countries that 


| ve are shipaing to, to draw back consumable goods into 


| Canada in order to obtain a reasonable balance of trate? 


DR. WEIR: I think they would have to follow 


| the Canadian lead, or else they can protect themselves, 


| of course, by setting up quotas against us, but it would 


t 


|; be a very unusual circumstance when the other countries 
| in the world start setting up against Canadian goods 


| instead of the other way around. 


COMMISSIONER WALLS: Have we not been very 


My 


orvunate in Canada in our balance of trade? 


COMMISSIONER WALLS: There is some question 
whether we can continue as equitable, or non-equitable 
a dDalance of trade. It will mean that we will have to 
take back zoods that you are now going to make it prac- 
tically impossible for us to buy with your 50, 60 and 
790 percent ‘tax. 

DR. WEIR: Yes, unless other governments, when 
they start to holler, they can always be invited to Bist 
the same kind of a benefit on their own economy. 

THE CHAIRMAN: You would proceed to cut back 


on spending, as suggested here, very substantially at 


‘ 
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H7 1} times? 
2 DR. WEIR: Could be. It is quite flexible. 


3| The Government can decide how much consumer spending 


4 they want during a particular year and by setting a 

5] quota, they, -an see that that much is spent. No more, 
6 THE CHAIRMAN: Would you not. be apprehensive 
7\ that if the 1961 expenditure on consumer goods of 28 

8] billion were cut back, as you mentior, to a lesser 

Q| amount there might be a substantial depression? -: 

10 DR. WEIR: Well, certainly we would reduce a 


jij lot of our imports, a lot of our consumer spending would 
i be cut down but I have given an extreme example. One 
13] can equally well adjust the quota and the rate of taxa- 
14/| tion, according to the national need. In other words, 
15| it gives the Government a tool with which they can at 
16| any moment say, “Well, we are going to have more consumer 
17|| spending or less Cn spending. " 
18 ' COMMISSIONER PERRY: Dr. Weir, just what are yo 
19|| mechanics? Do you visualize that there would be @ 
20) personal income tax anda consumer spending tax? 

DR.WEIR: I would change the personal income 
tax as it now stands to a consumer spending tax. 

| COMMISSIONER PERRY: This is what I was 

wondering about. You siid rather gradually from persmal 
income tax into this new kind of tax. I wondered whether 
you were leaving the personal income tax substantially 
unchanged, except for the treatment of savings, and then 
adding to it the consumption tax? 

DR. WEIR: Yea. 


COMMISSIONER PERRY: Or whether one becomes 
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the other . and 7. ee just have one tax in the future. 

DR. WEIR: What any of us get as income is 
divided into two ways: that what we spend for our own 
consumption and hat what we invest. 

If we spend less for our own consumption, we 
Vautonutt seas have more for investment. We might put 
it in our sock at the foot of the bed, but we don't do 
that. 

COMMISSIONER PERRY: You could visualize a 
system in which there were two separate taxes, one on 
income amd the other on outgo? 

DR. Wein: Yee. 

COMMISSIONER PERRY: what I am still not clear 
about " whether that is what you had in mind. 

DR. WEIR: Changing the personal income tax 
to a consumer spending tax while excepting the part 
which is invested, 

COMMISSIONER PERRY: This is where I lose you, 
This doesn't do anything for expenditure, This doesn't 
give you 50% rates on the expenditure above certain 
levels. 

DR. WEIR: All right, sir, I will try to answer 
your question if I can. 

_ COMMISSIONER PERRY: Here you have got your 
income tax as it is today? 

TR, Wei: Yes, 21>, 

COMMISSIONER PERRY: With graduated rates, 
startinz at 11% as they are now. Now, do you scrap all 
that? 


DR. WEIR: No. 
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COMMISSIONER PERRY: You keep that? 

2 DR. WEIR: Yes. I start with this amendment - 
3| the amendment itseif looks very innocuous. 

4 COMMISSIONER PERRY: There is more involved 

5| in this than in many briefs that we have had. We agree 
6| with that. 

7 DR, WEIR: It looks like a very innocuous 

gi amendment but once you have that amendment there, and 

gi you start increasing the rate of income tax, the personal 
4g} a2eone tax people start suddenly saying, “Well, look 

11| here I am going to have to pay a hefty tax unless I 

12| put some . money into investments,” and they are going 


13] to start looking around for some good investment for 


their money which they could havededucted from their 


personal income, so that they will not have to pay 

16) income tax on it. 

— What they don't invest they will presumably 
1g be spending for their own consumption. 


19 COMMISSICNER PERRY: And that would be subject 


im. WEIR: Yes, Sir... i propose Tirst that 
the amendment should be made, and once the amendment 
is made the income tax suddenly becomes a useful tax 
instead of a harmful tax. 

COMMISSIONER PERRY: It becomes a powerful 


weapon for inducing savings; that's for sure, It 


| doesn't do anything to consumption. When I read you: 
further, you speak of a consumption tax, but I am still no 
clear as to whether this is what you have in mind. 


DR. WEIR: Is everybody else confused with 


f 
99|| to this other kind of tax that you cutline on page 3? 


16 


17 


18 
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that point also? 

THE CHATRMAN: I think I understand your 
proposal, but my understanding was that the present 
scheme of income taxattén is completely altered to a 
consumption tax, and the consumption tax looks something 
like the income tax except that you have increased the 
exemptionsand you have increased the rates very substan- 
tially? 

DR, WEEK: «Yes. 

THE CHAIRMAN: So that the income tax in fact 
falls on spending? 

DR, WEIR: Whank you, sir. 

THE CHAIRMAN: I bisa think though that the 
game result mignt have been achieved by using something 
like our present consumption taxes and if one wants to 
discourace spending, to raise eonsumption taxes to 
where prices get very high. 

DR, WEIR: Do you mean’ sales tax, sir? 

THE CHATRMAN: Yes, Exeise taxes. 

DR, WEIR: I make a difference in my brief 
between sales taxes which fall on one particular item 
rather than on all spending. For example, I feel that 
any man can go out and buy one refrigerator in a year 
tax-free, whereas, he buys 12 refrigerators he is going 
to exceed his quota and then going to have to pay the 
tax. | 

Similarly, if he has two or three luxury 
homes, going to have to pay a high tax, whereas the 
man who has eee home will be able to Pity taxes 


by putting his income into savings instead. 
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THE CHAIRMAN: I was rather impressed with 


q| that concept of what a luxury tax is. I think many 

3| Canadians might feel that govemment was entering too 

4] much into their personal lives, 

5 DR. WEIR: At least this wouldn't tell a person 
6| what he could buy, like a sales tax does. A sales tax 

7| says, you can't buy so much tobacco because we are going 
gi to tax that. The consumer svending tax says you can 
Se whatever you wish, as long as you do not spend more 
10) than so much for it. 

11 COMMISSIONER WALLS: I wonder if we could just 
12 get this clarified, because I am quite sure that my 


ey Mr. Perry, and myself, are still not clear on 


| ents matter and that is you have set up a quota which 
1s| you place at approximately $1,500 per man, woman and 
na, child; right? 
17| Dn. WEIR: Yes, sir. 
18 COMMISSIONER WALLS: So that in effect you 
19|| would now have the tax exemptions increased. In the 
20/) case of husband and wife to $3,000. In the case of 

| 


21\| husband and wife and two children to $6,000 exemption; 


22|| right? 
23 ‘DR. WEIR: That is right. 
24 COMMISSIONER WALLS: Then on any expenditure 


25} above that you would start on a graduated scale by 2 
26 consumption tax, start at about 50%. Isn't that what 
27 | you recommend? 

28 DR. WEIR: At the Minister's discretion. 


29 COMMISSIONER WALLS: But you suggest about 
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DR. WEIR: Yes, sir. 


COMMISSIONER WALLS: Well now, is your idea 


3) of that to replace the present income tax? 


1 Cn LA 
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Is your idea of that to entirely replace the present 
income tax? | 
DR. WEIR: . dt is. I feel it is wrong to tax 
a person's income. What a person earns is a measure 
of what he bss done for the community. 
COLMISSIONER WALLS: You have clarified it 
now. 


COMMISSIONER GRANT: As I understand it now 


you wouldn't eliminate the personal income tax, but 
your scheme would be such that it would make it almost 
ludicrous for any person to pay income tax. 

DR. WEIR: Again, that is a very good point. 
Some of my friends have said, "How is the Government 
going to get any revenue?” The point I didn't make | 
clear in my'brief is that the Government could collect 
as much or as little from the consumers!’ spending as it 


wants. You could charge 50% on everything a person buys 


over $1,000 or 10% on everything over $100. That is 


then an unfair tax. 
COMMISSIONER GRANT: On page 6 you mention 


that while mortgage interest is a deduction as a business 


expense'-you then say why shouldn't interest or dividends 
on bonds or stocks be similarly included as business 
expenses. If you are talking sens corporate returns, 
that is returns of an incorporated company, and 


ithere is a bond issue outstanding as part of the liabilities 


of that company, and those bonds nave been placed there 
for the purpose of raising money to be used in the busi- 
ness then I just mention that the interest cost 


is deductible. 
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DR. WEIR: | Yes. 


THE CHAIRMAN: Dr. Weir suggests dividends 


should be similarly treated as many have suggested who 

4|| have appeared Before us. 

4 COMMISSIONER GRANT: My only argument was: 

6| you said interest on bonds and interest on stock should 
7| be included as business expenses. At the present time 

gi| interest on bonds is, 

9 THE CHAIRMAN: You sussest that other countries 


10| do not have inordinate difficulties in the collection of 


11 capital gains tax. The Unitec States tax administrators 
say it is a very difficult tax ‘to collect. I don't know 
about the Ulin. “er perience a, & fact, the experience of 
other countries. Before we get through we will find out. 

DR. WEtR: Yes, ‘sir. 

THE CHATRMNAN: Any questions? 

Dr. Weir, I think we fuily understand the 
submission, I think it is an extremely interesting one, 
indeed. It is certainly a full measure of economic 
control. There is no two ways about it. If such was 
applied the Governrent would heve a pretty firm grasp 
on consumer spending. Perhaps that is what is needed. 
Prankly, I don't know. In all events, it would be quite 
drastic; whether the Canadian people would receive and 
accept anything as drastic as that I think remains to be 
seen. I acknowledge, though, it is one way of affecting 
consumer spending. 

DR. WEIR: May I aek one favour of you, sir, 
if it is not too much? I would appreciate very much 


your considered opinion when you write your brief as to 


ee ee ee ee 
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3| why. 


4 THE CHAIRMAN: 


5| you we will give consideration to what you have put 
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why we should or should not adopt consumer spending tax. 


2; if you disagree with me that is fine, as long as I know 


I have no hesitancy in assuring 


6| before us. Is there anything else you would like to say 


7 to us? 
8 Pes WELR: “No. sir. 
9 THE CHAIRMAN: We are very grateful for you. 


10| coming before us and taking the trouble to write this. 


11| Lt is good of you to do so and to help us in our task. 


12 Thank you very much, indeed, Doctor. 


13 Mr. Secretary, 


can we stand over until tomorrow? 


14 THE SECRETARY: Yes. I just have two small 


a to enter into the record, Mr. Chairman. The 


| nt brief is of Mr. G.V. Towle of Vancouver as Exhibit 


17|| 241. 

18 

19| --- EXHIBIT NO. 141: Submission of Mr. G.V. Towle. 
| 
| 

20 

21 THE SECRETARY: And another one,gsir, is 


from 


22| Mr. Edward F, Wittingdale of Victoria, which will be 


93|| Exhibit 142. 


24 
25|| --- EXHIBIT NO, i142: 


26 


27 


THE CHAIRMAN: 


28 


--- Adjournment 


Submission of Mr. Edward F., 
Wittingdaie. 


Thank you. 
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3 HEARINGS HELD AT THE CITY OF VANCOUVER, BRITISH COLUMBIA 
4) | 4 16, 1963 
4 | TOPICAL INDEX VOLUME No. 33 
5 | tities Description 
i 
6 i ( a ) INTRODUCTION: 
: Opening remarks of the Chairman 
8 ( b ) Submission: Of 
9 Mr. James A. Smith, 
New Westminster, BeC. 
10 
/ 4 Business Income Taxation =- General Concept . 2573. 2574 
. bd $ 
11 | of Business Income. 2577, 2578 
12 | 5 Business Income Taxation = Incentive Measures. 2575, 2576 
| 
i Tg aan Corporate Accumulations and Distributions. 2979 
14 38 Personal Income Tax = Other 23572, 2573 
c \ 45 Revenue Requirements of Governments 2573, 2574, 
15 F 2580 
16 | 46 Sales Tax ~ Federal 2558 - 2572 
Pe 2574, 2575 
Ve 2582 = 2587 
tt 5 ‘ 
13 | 4 Sales Tax = Provincial, Municipal 2570 = 2572, 
i . 2574, 2575, 
i 2582 — 2584 
Ae : 
20 48 Small and New Businesses 2575, 2976 
| 49 Tax Administration 2563 = 2566, 
21 H 2585 = 2587 
22 
i( ¢ ) SPECIFIC DISCUSSIONS: 
ah Preamble ° 2557, 2558 
24 | IN THE MATTER OF SALES TAXES 
25 \ A reference in respect to treatment of ~ 
application of Sales Tax on printers, 
26 |i printed material for their own use. : 
! The exemption of th the extent of 23,000» 
27 | under the regulations, the problems and 
i experience of the participant in apply- 2558 = 2564 
3 | ing the provision. 
99 ! A reference to Section 24-Sub-sections 
seithit) (2) and (3) of Excise Tax Act., relative 
30 \ to extent of Exemption. The par eae FES 
| ion of the Section, and omni fication” + 2561 
and case history. pees 
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I ( ce ) SPECIFIC DISCUSSIONS: ( continued ) 


A reference to the point of printing 

on post office envelopes etc; The 

basis of applying Sales Tax or 

the tax. The double taxation 

feature recited, and the inequities and 
anomaliea of the regulations relative 

to the printing industry. 
A reference to a suggested amendment 

to the Act. whereby the licensee under 
the tax regulations be not held liable 
for the tax in the case of jurisdictional 
dispuits between Governments or any 
Departments of Governments based upon 
wrong information as furnished by the 
Sales Tax Department, also in the case 
of fraud, and bankruptcy. A few points 7D 
advanced in support of the proposal. 


A reference to Provincial Governmenta 
payment of a collection fee of 3% 
the adequacy of, the boakkeeping ZA we RE 
: entailed etc., DRG, PES 


A reference and question as to whether 
the Federal Government should pay a fees 
to recompense the(acting agent) collector 
of their Sales Taxes similar to that of 
the Provinces’. The reply and reaction 2572, 2M, 
2575 


2564 = 2568 


to the question. 


A point in reference to extension of tax 
free period for casual labour. The points 
raised relative thereto. 


The question of reduction in Income and 
Corporation Taxes, the means and ways of 
offsetting the less of by application of 4.74 _ o574 
a Capital Tax. 


2577, 2578 
A reference to incentives for small 
businesses to expand. No provision for 
in the Canadian tax system, a reference 
to Section 48 relative to production 2575, 2576 


incentives. 


& reference to evasion of Corporation 
taxes. Some points raised in respect to 2579 
stock dividends etc., 


A reference to “Taxation for Subsidies” 
the viewpoints ezpressed and the reaction 
to the point raised. 


A reference to a point presented, that, 
in respect te persons acquiring profeas— 
ional status at public expense. The ; 
viewpoints relative thereto. 2580 ~ 2582 


Mr. James A. Saith, 
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Description 
SPECIFIC DISCUSSIONS: (continued } 


4& reference to the suggestion of a Sales 
Tax on freight being applied by Provincial 


assessors. Some facts recited. 


A point in reference to the suggestion of 
combining the Federal and Provincial Sales 
Taxes, reasons and basis advocated. The 


reaction to the point raised. 


A reference to Sales Tax Department rulings 
Ottawa v/s Vancouver Division. The point 
raised of the contrary opinions of the two 
offices’ of the Department based upon en 


actual case cited. 


Closing remarks of the Chairman 


Submission: Of 
The Hone Eel. ton, PeCe OcCe 


On behalf of The Progressive 
Conservative Party of British 


Columbias 
Opening remarks of the Chairman 


Incidence of Taxation and Imcome — 
Distribution. 


Municipal Taxation 


Provincial Taxation . 


Revenue Requirements of Governments 


Sales Tax =~ Federal 


Sales Tax - Provincial, Municipal. 


SPECIFIC DISCUSSIONS s 
Preamble 


4 reference to some corrections to be 
made in the brief as submitted to the 
Commission, the errors cited and request 


for proper changes. 


— ee 


2582 


2582 = 2584 


2585, 2586 


2587 


2588 


2593 = 2598 | 
260I ~ 2606 


2607 = 26II 
2596 - 2698, 
2616 . 
2593 = 2598 
2604 . 


26II = 2618 


2611 = 2618 


-- 2588 - 2593 
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| Titles Description P 
i e } ;_( continued 
Subject: Federal ial Tax Fields 


A reference and suggestion of a single 
occupancy of the"Tax Field” . The basis 
upon which the proposals may be arrived 
at and the reasoning behind the idea. 
A general review of the points and the 2593 = 2598, 
problems involved in the perfection of. 2604 


A refsrence to an(intimated)request to 

the Government of British Columbia for 

a tax study committee to work with this 

Commission. The reaction to the point 

raised, the comments of the Chairman 2594. 2595 
in respect thereto. 5 


A reference to the inter= Federal and 
Provincial aspect of taxes, problems of 
tax collection in relation to consumer 2596 - 2598 


P 26I6 - 


A point in reference to whether matters 
setforth in the submission relative to 
"re-allocation of revenues and revenue 
sources, also, the single occupancy 
approach, are within the Terms of Reference 
of the Royal Commission on Taxation. The 
viewpoints expressed and reactions to the 2599 — 260I 
pointe : 


A point raised anc recommendation as 
suggested to the Commission, that, some 
study be made of the question of the 
economical desirability or possibility 


of upper limit of taxation based upon 2600 
terms of economic law. 
THE SPECIFIC COMMENTS and PROPOSALS 
Governments Tax-Sharing Agreements 
In respect tos. % 260I = 2606 


Ie Estate and Sales Taxes, 

2- Revenue Yield from Corporation and 
Income Taxation. 

3. Grants-in aid, Collateral Grants 

4. Uniform basis of tax exemption 

Se Primary and secondary education costs 

6. Property Taxation of 


The question of Federal, Provincial and 
Wunicipal financial ts 2606 ~ 2615 


I. Property tamtion 
2- Municipal development projects 
3.. Tax incentives, methods for Municipal 


financing. 
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3 | Bites Description province wml 
(e) SPECIFIC DISCUSSIONS: _( continued ) 
4 Sales Taxation , the discussion of 2611 = 2618 
5 | Provincial logging Tax. a brief reference 
rt 2615 
‘ Provincial Tax incentives and economic 
development, a discussion of the extent 28I5 
7 to which tax incentives are of assistance. 
8 
A question and reference to whether one 
9 Government should not tax another, what 
is the attitude towards federal taxation i 
of provincial purchases ? The reply and 
7” comments relative thereto. | ny nee 
il | 
Closing remarks of the Chairman 2619 
12 
13 | ( f ) Submission: Of 
14 The Heavy Construction Association 
i of British Columbia. 2620 
1 
: Opening remarks of the Chairman 2620 
ed © ae Business Income Taxation - Capital Cost 
17 | Allowance. 262I = 2626 
| rm Business Income Taxation - Specific ein; A 
18 | - Industries. aac —_ 
46 Sales Tax - Federal 2630 = 2632 - 
19 | i 
| 
os I g ) SPECIEIC DISCUSSIONS: 
{ . 
2 | Preamble 2620 
| A reference to Capital Cost Allowance . 
22 on contractors equipment ( Mobile 
| Equipment ) under class IO = the 
23 | suggestion that the rate be-increased 
from 30% to 40% ~ The res in 262I 2623, 
24 support of the suggestion. S808 242626 
25. | A reference to accelerated rate on 
| Mobile Equipment when subject to any §.:-- 
6 | intensive wear and increased obsolescence, 
| the basic reasons advanced in respect to _ 
97 | in support of the request. The viewpoints, 
| and reactions to the point. 2623 — 2625 
28 A question in respect to what constitutes 
. a machine that would fall into the heavy 


industry class ? The reply to the point. 2625 = 2626 
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A reference to the point of determination 
of Income in respect to Contracts on the 
basis of a * Completed Contract Method of 
reporting Income * The problems and 
inequity of the present method in the 
determination of Income for tax purposes x 
on a fixed price Contract. 7 ae eae 


A reference to the United States recognit— 
ion of the completed Contract basis in . 

A 2628 
measuring Income for tax purposes. 


A reference to averaging of income for 

taxation purposes be extended to the 

Construction Industry. The arguments and 

Viewpoints in respect to the points ir, 
raised and relative thereto. 5 o7lleeaees 


A point in reference to Sales taxes on 

construction equipment, the exemption 

of as extended to the Provincial and 

Municipal Governments who are in 

competition with Construction Companies, 

the contention that the private free 

enterprise contracting firms should be 

afforded the same exemption, or, the 

Governments be taxed accordingly. The 2630 = 2632 
reasons expounded, and the effect of. : 


Closing remarks of the Chairman ~ 2632, 2633 


( h ) Submissio: Of 
The North-West Line Elevators 


Association 2633 
Opening remarks of the Chairman 2633 
| 9 Business Income Taxation - Other 2635 
| 12 Co~Operatives, Credit Unions 2636 — 2648 
38 


Personal Income Tax — Other 2635 


( i )  SPBCIFIC DISCUSSIONS: 
Preamble 2633, 2634 


The problems of Revenue, Economic 
Effects, and Equity in respect to 
elements of taxation of Co-operatives, 
Corporations and personal Income Tax. 
A yeference to progressive taxation, 
consumption taxes, and patronage 2635 = 2648 
dividends etc., 1 


Closing remarks of the Chairman 2648 
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| --- On commencing at 9.30 a.m. 

2 THE CHAIRMAN: Mr. Secretary, we have now 

| reached 9.30 and I think we will commence. 

| THE SECRETARY: Good morning, Mr. Chairman, 

: Commissioners. The first brief this morning is being 

ee James A. Smith. He is senior partner 


lof Smith-Reed Printers of New Westminster. He is here 


| this morning to speak to his brief which I now enter into 
9| the record as Exhibit 143. 

10| | | 
ti| --- EXHIBIT NO. 143: Submission of Mr. Jamew H. Rah. 


SUBMISSION OF MR. JAMES A, SMITH | 
THE CHAIRMAN: Thank you, Mr. Secretary. Good 
jmorning, Mr. Smith. It is nice of you to come to see us 
today and put this submission before us. Don't stand 
unless you wish to do s0. Most people don't, as a matter 
of fact. We appreciate your assistance and certainly we 
would like to explore your views a little further. We 
ihave questions to put. Before doing so, Mr. Smith, do 
| you want to add anything or to say anything in addition 3 


Ito the brief? You don't need to read it. 


bee o 8h ko eg BB 


MR. SMITH: You have been through it. I have 
ies explanations and some further exhibits. There are 
one or two instances I would like to refer in short 
detail to show what trouble we get into with certain 
aspects of taxation matters. | 

THE CHAIRMAN: If there are instances would you 
like to hold them umtil we get to that place. 


MR. SMITH: Of course, I have them in their 
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sequence, 
THE CHAIRMAN: I think we will probably start 
fairly close to the beginning and work through. If we 


jump around a bit, when you feel the examples fit in, 


| Dlease do so. 


Vancouver, job printer? 
MR. SMITH: New Westminster. 


THE CHAIRMAN: Job printing shop with five 


; permanent employees? 


MR. SMITH: I have six now. 


THE CHAIRMAN: I think we will skip over tariffs, 


i 
| if you don't mind. While we have a minor interest in 
| tariffs we are not really di-ected to it by our instruc- 


| tions asi we are to all taxes. Page 2 is Excise Depart- 


MR, SMITH: Yes 
THE CHAIRMAN: You are a small printer in 

ment, Sales Tax Division. We are, of course, very much 
interested in sales tax and you say a lot of things about 
sales tax here. Paragraph 5: 

"The regulations, past and present, state 
that a person or corporation may print 

for its own use material not in excess of 
$3,000 in any one year, tax-exempt. But. 
some person in the Excise Department ruled 
that tax-collecting printers were not 
entitled to this exemption.” 

That He I suppose, where printers turn out 


stuff for their own use? 


MR. SMITH: I have the old section right here 


POND and the new section. May I read from the old section: 4 


2559 
A4 ,| by which some person in the Excise Department in Ottawa 


| barred us from receiving this exemption. It is right 


2 
3| here. I will give you the date of this; March, "HE, 


4 THE CHAIRMAN: March, 1936? 

6| MR, SMITH: March, 1946, the regulations. 

7| THE CHAIRMAN: March, 1946. 

8 | MR. SMITH: That is where the trouble started, 


9| and as far as I can recall they had the same Seeattear 
10] regulations. Shall I read this old regulation: 

"Where persons, firms or corporations..." 
a THE CHAIRMAN: Could you interpret it for us? 
13) It is pretty hard to get a regulation read like that. 
14] MR. SMITH: Well, it is is this - it states 


15| here persons, firms and corporations may print - inter- 


20 | themselves to exclude printers from that benefit. I 
4 took that matter up and this dispute went on for about 
i 20 years with the inspectors - auditors - that came in 
from the Sales Tax Division. 
I asked them to show me in the regulations 
where printers were excluded from that benefit. None 
of them could. 
COMMISSIONER WALLS: Could I ask you a question? 
| Did you study Regulation 24, because I understand that 


this states any licensed printer or publisher who produces 


BB 8 RF RR BR 


: by any taxable operation printed matter for his own use 


A5 
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1| to a value in excess of $3,000 per annum is required to 
2 account for sales tax on his total production of the 


3) printed matter so produced. 


4 MR, SMITH: That is printing for any purpose? 
5 | COMMISSIONER WALLS: For his own. 
6| MR. SMITH: I mean on this item here, Section 


7'12, page 18, of the old regulations - I think the section 
8 you have there is for general printing for sale and for 
9; his own use. 

ia COMMISSIONER WALLS: No, it is for his own use 
11) entirety. 


12 MR. SMITH: That is right. What I contended is 


13|| this: that any legislation that is excluding 2 printer 
14’ under it - this legislation is discriminatory. It is 


15| discriminatory. It is vulnerable to attack and should 


17 | TSE CHAIRMAN: Do I understand, Mr. Walls, 

18| printers as well as everybody is exempt for this $3,0¢@#? 
| COMMISSIONER WALLS: Not necessarily the first 
| $3,000. If the job he is doing for himself is under 

= 

21/ $3,000 it is exempt. If it is over $3,000 he doesn't 

22| get the $3,000 exemption. He pays on the total amount. 
| MR, SMITH: 

23; I don't think that any printer prints more than $3,000 


24\| for his own use. That would be an enormous amount for 


| 
25 | company use, Each time the auditor comes he would make 


26 an assessment of various amounts, $5, $10, $30, and come 


27 every two years, two-and-a-half years - he would make that 


‘assessment and demand we pay taxes on the assessment he 


| made, although in that old regulation and in the new one 


|. : 
—____——30| we were entitled to the benefit of this exemption aa were 


tence en eee ree reenter 2 tenner pe ace i tt ee A Ee a eC iN tp LC CA 
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1| other persons. It says quite definitely where persons, 
2| firms, or corporations produce printed matter for their 
3| own use -it doesn't say printers shall be excluded. This 
4| is what started the matter and after the matter was 
5| thought out they made a new regulation which is almost 
| identical under Section 24, sub-section 2, and then again 
| sub-section 3. I don't know why they made both these 


6 
7 

8| sections. One says: 
9 “Any peygon other than a licensed printer 
10 


er publisher <" 


| 
15 new regulations, 


THE CHAIRMAN: Mr. Walls, what do you think? 
GOMMISSIONER WALLS: The reason why there are 


} 
' 
\ 
Y 
i 
i 
| 


1@| two sections, the one section dealing with the printers 


i . 
201 goes back to a court case with one of thetanks in the 
21| 1930's where they declared, they having printed their own 
that 


22) stationery ,/they were a manufacturer. 


23} wx MR. SMITH: I heard of that, yes. 
26 COMMISSIONER WALLS: ‘They have gradually eased 


25) on it. At one time they allowed $3,000 based on the cost 


| of material plus 220% only to apply to certain types of 


|} of this previous decision dealing with other than printers 
MR. SMITH: That is right. 
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; THE CHAIRMAN: Can you answer Mr. Smith as to 


2| whether it is discriminatory against printers? 

3| MR. SMITH: It was at that time. . 
4 COMMISSIONER WALLS: I am not prépared to yet. 
5. THE CHAIRMAN: Is it now? 

6, MR. SMITH: No, there ts a mew section. 

7 THE CHAIRMAN: It takes care of that. 

8} MR. SMITH: After I refused to pay that last 


gi assessment of $48 - there is quite a story to it. I 

10| will keep it short. We went to a solicitor the time they 
11 assessed the $48 tax on printing for our own use which 

12! was an amount less than $3,000 in a period longer than 

13|| one year. 


14) We went to the solicitor and he told us we 


15| didn't owe it and there was Ho law, as far as he knew, 


16 there was no law on the matter. We requested then the 

17| excise people to take it to court and we believed we 

18| nad the rignt to defend ourselves, but instead of that 

9| chey wouldn't do it. They kept on billing us additioriily 
20) every two, three and four months, adding penalty and 

21) interest in each case. You will see that here. 

22 I was forced to go to the Minister of National 
23'Revyenue. There ig something interesting in that. We 

24/ sot through to him, through the Department of Justice. 
25|\'The lawyer who considered it - I said to him, "Well, 
%6liet's have a last fling at this thing and see what I 

27) can do.” I put the proposition to the iepeeiene of 
28 Justice we had been assessed for this amount and our 


;solicitor advised we are not liable. 


=o The excise people had refused to proceed to 
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AS 4] court and kept sending us these additional billings. 


2| I pointed out that we had endeavoured to plead in court 
3 in the matter when our solicitor told us we were not 

| liable for anything. 

COMMISSIONER WALLS: Just a minute, Mr. Smith, 
} I think you have struck quite an important part, and 

: you are in a position to give us some .gidence-here. 

MR. SMITH: Yes. 

COMMISSIONER WALLS: Actually you snaps « 
entitled to go to court, except 
‘on points of law. The recourse under the Excise Tax Act 
tariff 
| is the ./- Appeal Board or ministerial decision. In 
this case you got a ministerial decision eventually. 

tariff 
You-could have made application to the _/. Appeal Board 
| or for a ministerial decision. You couldn't have taken 
it to court except on a point of law. 


What I am trying to say is this: do you believe 


| we would be better off if there were provisions under 


| expensive operation of taking it to the Minister? 

MR. SMITH: If we could appeal direct to the 
Minister - I have always found that the pemle under 
ast tie Minister are very hard to deal with. When you get 


97 | direct to the head, the Minister, you get satisfaction. 


2g | immediately. © I found all the way through when I am 


| dealing with the tax people, once you get a subordinate 


: | you don't get very much sat#faction. He will read the 
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AQ 1] book and let it go at that. 


2| In the case here --- 
| 
3| 
4 
| 
5) 
6 MR, SMITH: I didn't kmow, and I don't think 


Ae solicitor knew it could go to the Tariff Appeal 

8| Board. I was willing to go and I was desperate at this 
9] stage. There was nothing for us. We had received no 
10) opportunity. There were all these people processing 
11| the tax and doing all this work for nothing. 


12; COMMISSIONER WALLS: I have a question in 


13) respect to your paragraph 12 where you state it was 

14| reported that the excise man told a printer in New 

15| Westminster if he purchased envelopes at the post office 

and wanted to print on them he was taxable. That is 

covered in Regulation 24 and it is qualified by the 

fact that the tax will be paid on $5 a thousand. 
NR.SMITH: Wait a minute, pardon me. 


COMMISSIONER WALLS: Have you got your paragraph 


MR. SMITH: Paragraph 12? 

COMMISSIONER WALLS: Yes. 

MR. SMITH: Regarding printing on post office 
envelopes and the federal sales tax would apply not only 
to the printing but also to the cost of envelopes. We 
are not told why. That thing you have in mind, that. 


$5 - I have it here. This particular printer came to me 


the post office and purchased envelopes, these stamped 


| 

| 

| 

| 

| 

12? 


and explained the excise man had told him if they went to © 


ee ee ee 
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| the printer supplied the material, the printing and the 
| material became an integral part of the sales tax to be 
|} applicable, and not only the printing on the envelope. 


|The man paid both, the printer. 


“On the other hand, if the customer purchased 


| the envelopes and brought them to the printer the tax 
i wouldn't be applied to post office envelopes. Here is 


| the point, I think: I believe you had have some matters 


on double taxation, and I have a raft of correspondence 


| on this particular matter. As I pointed out, the Depart- 


ment in Ottawa, the Federal Government, is required by ~ 
the Act to pay sales tax when they are going to purchase, 
It would follow the postmaster would have paid 
this tax on these envelopes when he purchased them. The 
federal sales tax is once paid. If the Department 
demanded the printer pay = tex on the post office 
envelopes that would a double tax. I believe it is 


gumming up the economy, the double tax. ; 
z explained to the man in Ottawa - I wrote him 


myself. I have a lot of correspondence here. I said I 


wasn't going to be buried with double taxation. We 
could eliminate all this trouble if he so wished by a 
stooge going and buying the envelopes in somebody else's 
name if the customer wasn't available to go and procure 
the envelopes. 

We don't make any charge to the customers for 


this service of going and buying the envelopes and paying 
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On April 13th, 1961, I got a letter: 
"If, therefore, you purchase postcards 
from the post office, perform printing 
operations thereon, and charge your 
customer at an all-inclusive price for 
the job, the sales.tax applies to the 
total charge in accordance: with the 
above definition. If, on the other 
hand, the actual amount paid on the 
account of the postcards is billed as 
a separate item on your invoices for 
the printing, it is not considered that 
the charge for the postcards would be 
subject to sales tix." 
Why didn't they say that in the first place and 
| eliminate all this correspondence and problems that I had 
with them? It is awfully hard to get it through their 
heads. 
COMMISSIONER WALLS: I agree maybe it is hard 
to interpret. It seems to me the $5 per thousand... 
MR. SMITH: That is another matter. ! 
COMMISSIONER WALLS: It 1s part of the same 
section. | 
MR. SMITH: I thought that, too. 
COMMISSIONER WALLS: They said this was to be 
the cost of already-taxed envelopes --- : | 
MR. SMITH: Paragraph 27, Section 7, isn't it? 
I have it right here - the section I am looking at, _ 


Section 7 - I dm't kmow what paragraph it is; 24 under 
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"The value to be used for calculating the 
sales tax payable on taxable cecaiek sels 
is to be determined as $5 per thousand." 
Is that the one you are referring to? 
COMMISSIONER WALLS: If you read 6: 

"The imprinting of names, addresses, 
numbers, or any combination thereof rit 
tax-paid envelopes, and so on, is 2 
taxable operation. The value to be used 
for calculating the sales tax payable on 
taxable imprinting is to be détermined as 
$5 per thousand.” 

What I want.to find is $5 a thousand a fair 
| cost? 


MR. SMITH: That is what I was coming to. 


| pieces of material. The reason for that point is that 
lafter the first thousand the man has set up the different 
| presses; the cost to get the oress ready for such a 

| variety of aa One might have 15 presses to get ready 
: | for that first thousand. 

| You might have 20 minutes or half-an-hour if 
at were coloured, washing up. If the first thousand is 

1 $1.75 a thousand - that is what they suggest, and they 


i set a price of $5 per theusend - the regulation makes no 


lprovision for the additional thousands of sheets printed. 


i 
i 
6: 


er) 


25 | 


46 In support of sales tax I think your general recommendatio 
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In one instance we have a job of 260,900 - 
if you run into that quantity and charge $5 a thousand 
for the purposes of fixing the tax of the $5 it is 


going to make that material, the cost of it, so high 


| it would be better to take it all out and burn it. If 


we Dass our charges on on those large quantities it 


/would be necessary to charge the customer $30 per hour 
ior oress time to satisfy the whims of the Excise Depart- 


i ment. 


The reculations do not say $5 per 1,900 
impressions or $5,000 per thousand of finished pieces. 
J¢ have two presses that will print two sheets at the 
same impression. We also have imprinted sheets fas which 


dn f 


there were six images before cutting. If we imposed a 


jorice as suggested by the Excise Department on large 


siantities, $5 a thousand plus 11% tax, the cost would 


| 3ecome prohibitive and doubtless the material would be 


| abandoned. 


COMMISSIONER WALLS: I chink you have answered 


MR. SMITH: I humbly submit that the only way 


| to simplify this dictatorial directive is to have it 
| deleted from the regulations and I urge the Commissio. 


i 50 so recommend, 


THE CHAIRMAN: Thank you very much, Mr. Smith. 


| relates to simplification, the need for simplicity in 


taxes. This is the general statement you make. There is 


certainly some specific matters you refer to under the 


t 
{ 
: 
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MR. SMITH: I think that recommendation would 


2) clear up all the trouble we have run into. I wish you 


B/MR/dpw 1] 
| 
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Now, to protect the licensee - we have. got into | 


plenty of difficulty with this. One thing I would suggest 
is that the excise tax be amended in such a manner that 
the licensee couldn't be held liable for the tax in the 
ease of jurisdictional disputes between governments or 
departments of governments or when the licensee has been | 
issued wrong information as to the as pier of the tax, 
and we have had wrong information from the Department, 
the application of this amendment be held cpaiaee all 


governments in Canada, federal, provincial and municipal. 


I would further suggest that the licensee be 


| held not liable for the federal sales tax should the goods 


on vhich the tax was levied be obtained by fraudulent 


| OF camkruptey, the Federal Government, having been noti- 


Also, tnat in the case of forced liquidation 
fied of such insolvency or bankruptcy-by the licensee, 


shall file its claim for any outstanding federal sales 


| liability of the tax. 


(In the case of a bad debt the Bese ie 
Government protects the licensee in that it states s 
the Act, that the debtor is, and shall remain liable for 
the tax). 

COMMISSIONER WALLS: I note in another section 


you are complaining about the fact that you get paid by 


the Provincial Government for collecting the sales tax 


and not the Federal Government. 


tax against the estate and absolve tne licensee from 
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MR. SMITH: Yes. 
2 COMMISSIONER WALLS: I understand now from the 
3| Provincial Government you get 34? 
4 MR, SMITH: That is right. 
5 COMMISSIONER WALLS: Do you consider 3% is a 
6| fair return for the collection of taxes? 
7 MR. SMITH: Since they have raised it to five, 
gi 1 would consider the tax rides along with it - any 
g| increase in the tax should be parallel to it. I think 
19| if the Government wants 11%, we should, for the: 
41) increased cost of handling this thing - there is more 
12| liability as they increase the amount. I don't think 
13] that 34 is - it doesn't cover the paper and ink we write 
14 ©". There is so much. - I foe got a sheet here. I would 
15 like to show it to you. There is so much concerned. 
16 Mr, Chairman, regarding that sheet there, we 
' have made over 3,400 entries last year. Now, I don't 
xnow any more simple way to keep an account of the two 
>| sales taxes, and I don't think it can be done any other 
| way because some exemptions don't apply to one tax and 
| Some exemptions don't apply to the other tax and for the 
| bookkeeping it is quite a chore in a small business with 
| six employees, two working partners, to keep that. 

| As I have noted in here we pay an outside 
| accountant, two senior members - students from a 
: chartered accountant, and the senior member who keeps 
| an eye on them - do that for $500 a year and they do 
pee ee eae ty A else but all our control ledger and 
| taxation and making out each month the cheques, and they 


| do that work. I call that insurance. This 1s quite 


B3 4 


21 | 


22) 


23 | 


24) 
| 


25 | 
Ls 
27 
28 


29 
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expensive. We put a lot of work into this and not getting | 


! 


any thanks from the Federal Government at all; nothing. 
COMMISSIONER MILNE: Mr. Smith, Commissioner 

Walls asked you if you felt that the 3% commission was 

adequate for the province and you also, I believe, 

menticn there should be some recompense for the work to 

the Federal Government. Do you believe that there should | 

be a commission? | 


MR, SMITH: By all means, @ person should be 


| recompensed for their labour. That was in the Bill of 


Rights by the United Nations. Mr. Pearson brought it 


back with him. The Federal Government didn't put it in 


| our Bill of Rights. 


THE CHAIRMAN: Shall we move on from sales tax? 
"Extension of tax-free period for casual labour." I am 
not altogether clear as to what is intended there. That 
relates, I think, to the unemployment insurance, I take it? 

MR, SMITH: Well, the point becomes subject | 
then also to income tax. You are hooked up with two 
government agencies if you take them for a period of 
cver three days. 

THE CHAIRMAN: Less than three days you make 
no deduction for income tax? ) 

MR. SMITH: That is right. They are casual 
labour, and no return to the Unemployment Insurance 
Commission. 

THE CHAIRMAN: What would you do about that? 

M2. SMITH: I would recommend the seriod be 
exvenced. As I say here, we have had times when 2 


person could be kept on for four or five cays. I have 
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1| recommended an increase in the period of exemption. 

2) THE CHAIRMAN: Thank you. 

3| MR, SMITH: A change in the regulations later, 
4 surely it wouldn't do the Government much damage if they 
“a started eniliteetactihiien - I mean most of these people 

6 


| that come in on casual labour, bindery women, girls who 


7| help out, they are generally married women that have got 


| 
8} 2 couple of days, and children growing up, and we ‘phone 
g| three. or four different people and they come in; no 
10] intention of being permanent employees, put then there 
11] are times when we take on a new man, for instance, at 
12| rare times, and he has got to be there more than three 
va| Gays before we can assess his ability. After three days, | 
14] he becomes an employee according to the unemployment | 
15, insurance and income tax. | 
16 | THE CHAIRMAN: It may well be that there will 
17| be substantial losses in other industries. we don't know | 


18 at the moment. 


19| MR, SMITH: Yes, it would apply all the way 


99| through, I should think. 

21 THE CHAIRMAN: I am moving on to page 3. As 
22|| you well know our terms of reference are to recommend 
Welisuch changes as would produce the necessary revenue for 


24 the Government . 


25 _ MR. SMITH: Yes, I read that; sufficient revenue. 
6 THE CHAIRMAN: If one reduces income and corpora- 
97 tion taxes, presumably one must look somewhere else to ! 


agjmake it up.-I don't think you suggest where to looic. 
H 
a MR. SMITH: Oh, yes. Probably not at that 


304 particular paracraph, out if you will turn over to the 


4 
4 
t 
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B5 | paragraph dealing with capital gains you will see some 

2 amazing opportunities to receive some revenue there, 

3 THE CHAIRMAN: I remember that now, thank you. 
al MR, SMITH: You see, I think it was the manager 
5| of the Ford Motor Company - if I remember - who was at 


a meeting with the Department, Mr.Nowlan and others, 


n 


7) and his idea at the time was they could compete through 
gi setting a reduction in tax. I don't know how much, but 
g| they could compete and sell numerous, or great amounts 
10| of small parts from the Ford Company to the northern- 

| eastern United States, but apparently with the taxation 


12| 2S he outlined it, it wasn't possible, but they thought 


13|| Snere would be competition if some adjustment could be 
14 made. 
15 |) _ Another thing, too, you mention that - just 


16 in yesterday morning's paper, you see, the Ways and 


17 Neans Committee of the United States have approved of 

1g ir. Kennedy's reduction in taxation and it is already 
19|| to go before the United States House of Representatives. 
THE CHAIRMAN: Not only you, but this morning's 
| Province draws this to our attention, 

| MR. SMITH: Mr. Kennedy's theory is there will 


be improved spending, increased business in zeneral. 


It is better to have tried and failed than not: to have 
tried at all. 

‘THE CHAIRMAN: Now, dealing with the 3% commis- 
sion to government, I am on page 12, we have really 
discussed a lot that is said on page 12. Mr. Smith 
referred already to his accountants and thé cost of collec- 


tion, 
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MR. SMITH: It is hard for me to say what | 
| amount. It seems to me it would only be reasonable and 
i just to get some compensation for the work we do in that 
| regard. One item on that page I trust you will --- 
| THE CHAIRMAN: I have always thought that 
| there was one circumstance that would mitigate largely 
| against that, against paying people for collecting 
: income taxes. Most manufacturers are required to collect 
| taxes, and if that were the case, the cost of collection 
is spread over the whole lot of them, and I would assume, 
| if one paid them something for it, that payment would 
| have to wt recovered out of taxation and it would go 
eos against the people who collect it, 
| MR. SMITH: Sundry revenue, of course, has got 
i to be found some place, if you want to make a profit. It 
doesn't matter what you do. 
There is one little item ai sind very much like 
to point out on this page: 
‘Under the present Canadian tax system of 
taxation there appears little incentive 
to perpetrate or expand a small business 
Lf one considers the return on capital 
investment and the work involved in tax 
collection, ' 
Now, last year, the Department of Revenue, [I 
| don't kmow if it was the Minister, announced that there 
| would be a tax incentive upon income tax providing sales 
| increased in the amount of over $50,000. ‘Je had an 
| increase, and I asked for particulars and we did apply. 


| Now, this is dated February 4th, Department of National 


er nt epg ep me tN 


| people - I am an accountant. I am not entitled to it. 
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“With regard to your letter of January 30th, 
1963, please be advised that Section 48..." 


/which is the section dealing with the production incentive 


',,.i8 only applicable to corporations. 
It is regretted that a more favourable 
reply camnot be given.” 


As a partnership we were barred from receving 


| any benefit. That seems hardly fair. After 33 years 


f£ faithful work for the Government on this tax business 
surely we could get some of this. 


THE CHAIRMAN: I don't know why it was restricted 


‘that way. It was a rather limited sort of thing. It did 


not extend, really, to all industry. 
MR. SMITH: I didn't go into complete details 
after that. I didn't bother with it. 


THE CHAIRMAN: Certainly engineers, professional 


rhe ata np ti tent eta 


MR. SMITH: Yes, I know. 
THE CHAIRMAN: And I don't think I should be. 


MR. SHITH: There is a correction on this same 


nage. A correction at paragraph 5. Instead of ‘return 


‘In varagrach 5, the second last line, instead of “return 


jon capital investment' please correct tnat tc ‘profit on 


; CHAIRMAN: °...4f one considers the srofit | 


Sion: That is right, beeause 5 Save 2 


i 

i 

t 

/om capital investment’ that should be ‘profft on sales.” 
| 

{ 

Hy 


issued oy the Imperiai Bank of ccamerce 
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BS 1| Showing a profit on sales right across Canada in various 


2 industries. Would you care to peruse that? 


3| THE CHAIRMAN: I think I have seen it, thank 
4 you. 
5 MR. SMITH: I think you have the figures on 


6| their monthly bulletin. In February, 1963, it is a very 
of | Soterent.to point they rame op with and just last night 
gi I see that the petroleum indurtry had the highest net 


g| profit tm Canada; 14.6, amd the Imperial Cil last aight 


THE CHAIRMAN: I question the validity of 2 


measurement based om sales to indicate the justification, 


| 
| or otherwise, of a prite increase of that kind. ay aie 


all, one invest: mmey to get 2 returm om the money 


ME. SMITH: What is indicated here was much 
| neter than that, as far as printing goes. That is the 
| average, of course. 

THE. CHAIRMAN: You beifeve im = capital gains 
tax im that it wiii slow down some of the =peculative 


| financial fun and at the same time tend to prevent over- 


development of our resources. If that is so, I would 
| have thought that a capital gains tax would operate 


against those desirable objectives. 


MR. SMITH: Well, as I say, ther are advertising 


|} that Canada is one of the few places in the world - people 


eer 
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that do that advertising, you have a copy of it, I believe. 


- where you can mee xo mxhnoney without paying any taxes. 


| 
iM Couldn't we all pull some of the load instead 

| of putting so much on to industry? That is the point i 
5] want to make. Quite frankly, people are advocating 
6| continually that further taxes ought to be put on the 
7) industry. There is a man here in the last civic election 
gi in Vancouver City: he was going to cure all the financial 
gi ills by putting more taxes on industry through civic 
10)| bylaws. 
11) A professor at the university advocated more 


12| taxes on industry and at the same time the Minister of 


13| Highways of British Columbia just a few months ago made 


=a 


14) 2 speech in Vancouver: what we need to employ people is 
15|| more secondary industry in British Columbia. 
16) At the same time some of these people are not 


17|| pulling their share of taxes. These people couldn't 


ig make such a fortune, if it was not out of capital gains. 
19 They are not pulling their share of the taxes of Canada. 


20 You refer to capital in Canada and I have the 


21| annual report here of the Royal Bank. At the end of the 


az) vext the money on deposit was $4,210,830,929 and the 


reserves amounted to $244,716,475. That is only one 


It is amazing to me, and whet I would like to 
bring up - I don't know whether this Commission has 
jurisdiction, but why does our government, provincial 
and federal, when they want a short-term loan, go to 
New York? Surely we have money; so much deposited in 


Canada, that we can deal with our own banking. They say, 
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1| ‘Think Canadian," but in the monetary field they don't 
2) seem to think Canadian. 

3 THE CHAIRMAN: I think we have got enougn to 
4) do on taxation, thank you. 

5 MR. SMITH: I imagine you have. 

6 THE CHAIRMAN: Turning over to evasion of 


7| corporation taxes (5): 


8 "Under the present system of stock dividends 
9 the large stocxholder becomes progressively 
10 rich and the little fellow gets the crumbs.’ 


11 I am curious as to just how that operates in 

12| that way. I don't see much in the nature of stock divi- 
13|| dends, me declaration of stock dividends tn this country, 
14 because they are vaxable, and people usually split their 


18 stock rather than declaring stock dividends, I think. I 


16|| daresay you would include that in the term “stock divi- 


* MR, SMITH: Yes. I am not very well versed 

19 in high finances, but there are so many stock splits, 

a9|| you see, splitting the stock two for one end things like 
91| that, and then the stock starts to grow again; surely 
there is an enhancement of the original investment, 

| whether taxable-er not, or what could be taxed. 

TUE ‘CHAIRMAN: There is an accumulation of 

| profits within a company, that te quite true. The 
nrofits thet accumulate ere subject te corporation taxes 


a7) and not subjoet to'atatritetion tax, until distributed. 


pe ee T= CSATOMAN: Accountants. 
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c/PB/apia | THE CHAIRMAN: Mr. Walls, you have a question 
q| here. 
3| COINIISSIONER WALLS: On page 16 where you are 


4| dealing with taxation for subsidies, I am not questioning 


siany of your statements or making any brief for a subsidy, 


6, but is it not a fact, Mr. Smith, that your own activity 
| therefore 


| 
: 
| 
9| MR, SMITH: Well, that is a questionable thing. 
: 
| 


11 zone oreparation of figures, some debate on the matter. 
12,2 haven't investigated definitely, but I think we could 


HI 
{ 
13) stand the gaff? without it. 


t 


14. COMMISSIONER WALLS: Thank you. 

bat MR. SMITH: It depends on the efficiency of the 
1S plagaton svi ef the plant. Some couldn't possibly exist 

17 == you took off tariffs. If we kept up to date I think 


1g. *€ could stand it, I think we would equal at least Seattle 


= 


19 competition. I believe we could. 


20. THE CHALHRMAN: Just to satiistr my euricsity - 

ni don't kmow if it is important, paragrach i2 con page i’, 
| 

22 | 

93 | expense? 


a 


| tas 
24: MR, SMITH: Those are university graduates 


. 


who through professional education are receiving consi- 


who are those who acquire professional status at public 


27 7t engaged sty companies. I should say solicitors --- 
a THE CHAIRMAN: Doctors. 
4: MR, SMITH: Doctors. ’ 
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MR. SMITH: Accountants - what I had in mind. 


2| I speak of all the taxation for education. They put 


3) taxes on ordinary machinery in Britisn Columbia. What I 
4| would like to see is this: I believe it would be permis- 
5| sible and it would be permissible to some extent with 

6| the Dominion-provincial agreement on taxation, that if 

7| they want further taxes the most costly part by far is 

8] the university - these people acquire certain efficiency 
9! through that very costly part of education. The printers 
10] don't get help with machinery. 


11 Supposing - these people receive probably 


12] 2, 3, 4 degrees from university, some of them. They go 
13} out and they don't pay additional costs as industry does 
14) to support education, although the benefit they receive 
15, is tremendous. — 

16 THE CHAIRMAN: I would like to point out in 

17 their defence some of the colossal sacrifices they make. 
al have a son-in-law, son of a clergyman traindng. to be 
19 a doctor. To be a surgeon will take him untii he is | 


20} practically 35 years of age. In tne meantime, with a 


21] wife and family, he is paid $150 a month. 

22 . MR. SMITH: I agree. I have a son-in-law and 
23 a son, both professional people. If you get on the 

24) other end of it you will see it is pretty scrim at times 
2s{ having to supply that extra. Supposing they paid an 

a Caer amount, not extra tax - equal amount to support 
27| education by that much. The professional people don't. 


28} I will go a step further: you said they sacrific a great 


29] deal of their life; that is true. I will go a step 


i further: when a printer starts off - sir, I don't know 


| has probably got something to say about sales tax on. 


direct tax and it is not a tax on freight. It is a tax 


i point. I know one case; some people bought stuff in 
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if you could establish a place like this for less than 
$100,000. When a doctor starts out and is through his 
internship he has the finest Bhs ety that coulda ever be 
provided, every facility provided at public expense to 


so to work. We buy the equipment. The doctor has his 


| provided. There is some advantage there. 


THE CHAIRMAN: It is very hard for us to sit 
here and judse the equitable position between the profes- 
sional and the manufacturer. 


MR, SMITH: It would be a greatdeateif it ever 


THE CHAIRMAN: I don't think we will accamplish 
very much. I merelywant to point out there is a great 
Geal on the part of the other fellow. He has to make a 
sacrifice or he deesn't get there. 


lr. Walls generally majors in sales tax, He 


COMMISSIONER WALLS: No, because actually 


the province is not within its jurisdiction in charging 


on Gene product; isn't 1t? 


MR, SMITH: Well, I want to question that 


provincial auditor required him to pay tax on the freight 

bill as well as the material. That came to my attention. 
COMMISSIONER WALLS: One other question I 

would like to put to you, and maybe I am moving anead a 


little fast - it 1s on page 22, dealing with provincial 


| 
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i| sales tax. You state that you would like to see both 


2 provincial sales tax and feceral sales tax combined. 


3 


4 


5 


MR, SMITH: Yes. 
COMMISSIONER WALLS: Of course, you happen to 
| be one of thr | relatively few manufacturers 


that are both in the manufacturing end and the retail 
end, and it is on that you get caught. 
MR, SMITH: The retail part is what gets it, 
COMMISSIONER WALLS: Having decided you vould 
like to have them combined, have you given any thought 
as to what level you would have them combined? 
| MR, SMITH: Yes. We have done this with income 


tax and it has worked out pretty well with revision 


14} from time to time. The rate of unified tax as at 


present computed would be 17% as the B.C. tax is a 
compounded one and further consideration would have to be 
given to the fact that B.C, tax is a continuing one, 

that is the tax continues.to be collected on all goods 
until the material is consumed or finelly disposed of. 


We always start off with a tax and later on 


91, it goes up - upset the economy. We could start off the 


22 || new combined tax at 30% which would provide for a small 
| 5 


23 


| compensation for collection fees. 

COMMISSICNER WALLS: You would have a combina- 
|}tion of tax at the retail level? 

MR. SMITH: My major idea is to get rid of 
some of this bookkeeping, to have one entry instead of 
two entries oneach invoice and in the record book, I 
mean, it follows, Mr. Walls, that if they combine it 


with the income tax surely we could combine that in the 


recede rarer ei te Aenea nc STO ER AF I AL EE CT ST EL SS A 
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1] two sales taxes, establish a level of agreement for 

2] exemptions, cut out one set of exemptions 

3 COMMISSIONER WALLS: Do you think the consumer 
4] would object to having to pay double retail sales tax 

5| amounting to, say, let us say, a minimum of 13%? 

6 MR. SMITH: Combined tax would be 11% and five, 


7 minimun of 17. 


8 COMMISSIONER WALLS: That is 11% at the manufac- 

g} turine ever ? | 

tol MR. SMITH: Yes. 

1H COMMISSIONER WALLS: Bécause. ‘at. pyramids: it would re- 


ig ! quire a lesser percentage at retatl level to supply the - 


dollar tax value. 


i ae MR. SMITH: I see what you mean. 

14| COMMISSIONER YALLS: It would bring it down to abput 
- which 

15|| 55; plus 5% provincial/would be 13.% 

IR. SMITH: We will get back to Mr. Carter's 

17 suggestion for the purpose of previding sufficient 


18|| revenue - that would have to be worked out. You would 
19| have to work. it out. It would have to be worked out from 


20) that. I imagine it could be done quite easily. 


21 THE CHAIRMAN: I don't think I have any further 
22|| questions, 
23 MR. SMITH: I have a brief - a number of 


24) exhibits here, if there are no further questions, if 
25) you would permit there are quotations from other people. 
26; I am not alone in some of these things. : 

THE CHAIRIMAN: | I think you have submitted 
your submission pretty well, Ir. Smith. You are at the 


29 point of exasperation by interpretation of regulations. 


| 


i 
30) Zou are troubled with the complexities of these things. 


i 
i 
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Your primary concern, I think, relates to sales tax. 


2| MRS SETH: That is the one. 
| THE CHAIRMAN: I think we got your point most 
4| clearly. If you have anything you would like to leave 
| behind you can turn it over to our Secretary and we 
| 
g| vould be glad to attach it to your submission which we 
7 vill continue to examine, 
8 MR. SMITH: There is one item I would like to 


g| read here. It will just take a minute. I wrote the 


10| Department of Excise of Vancouver asking for a ruling 
11| 2sing whether goods purchased by or on behalf of 
12|| British Columbia Dyking Commission were subject to sales 


13| tax. We didn't get a reply immediately and we wanted 


and the reply was: 


14) to get the charge through our books. I wired Otta:ia 
‘Taxable goods purchased by or on behal? 


© 


f British Columbia Dyking Ccrimission 
Secor to sales tax. ' 
That was dated April 24th. The fol: ing day 
I received a letter from the Vancouver tax division, 
April 25tn, stating: 
where goods are ordered on behalf of the 
Provincial Government for use by the 
bvid ne SOR ab iSn these goods will not be 
subject to sales tax providing you have on 
nand a Provincial Government purchase 
order signed by the Purchasing Commission," 
There is the word Commission’ coming up and 
the Government does use it. If that word is a nasty 


word with the Excise then the Purchasing Commission of 
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the Province of British Columbia claim themselves out 
rom any exemption. There is just one point I want to 
matce on that: we have iter fe ee a contrary opinion from 
different offices of the same department that sales tax 
is chargeable. Figure that out. 

THE CHAIRMAN: ‘We sympathize with you, 

MR. SMITH: There is just one further thing. 


T sill read one thing and ask the Committee read this in 


| Committee, This man sent me out a notice, little collec- 


tion notice, although for 33 years we have never beefi 


late with remittances of sales tax - they have a little 
memo and twice I got a little note where they emphasize 
penalty and interest. They have that on the brain. 

THE CHAIRMAN: Is that what you call a “smelly” 
Lictie letter? 

MR. SMITH: I reflected that overnight and I 
thougnt what we have done for Canada in the matter of i 


producing and remitting tax and I said, ‘We don't 


| deserve that kind of thing." The more I thought the 


more annoyed I became. I wrote a letter and I didn't 
Dull any punches, 

THE CHAIRIAN: Would you like to put that on 
che, record? | 

iiR. SMITH: As a result of this aoe I got 
an apology, so it wouldn't be ethical, pane of the 
apology, to have this made public. I would like Ee 
vommission as a Committee to read this letter and express 
a view. I am sure a lot of people get the same. 

THE CHAIRMAN: You would like us to read it 


but you prefer to keep it out of the record? 


10 


i1 


21| 


matter. 
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MR, SMITH: It can go in your record but I 


don't want it made public. The man has apologized but 


it is to snow the feeling of some people in rezard fc 


excise. 


it and it 


morning. 


before us. 


regard to 


recess'. 


--=- Short 


THE CHAIRMAN: Very good. We will just read 
will not go on the record. 
Well, you have told us a great deal tnis 
We are very grateful to you for appearing 
We have noted your points particularly with 


sales tax and we will continue to consider the 


Thank you very much, indeed, sir. 


MR. SMITH: I thank you. 


THE CHATRMAN: We will have a three-minute 


Recess 


THE CHAIRMAN: Wr. Secretary, we will proceed. 


THE SECRETARY: Mr, Chairman, Commissioners, 


the next brief is being presented by The Honourable E.D. 


Fulton on 


behalf of the Progressive Conservative Party 


22) of British Columbia. Mr. Fulton is here with associates 
t 


23 


24 


25 


26 


27 


3 


this morning to speak 


the record as Exhibit 144. 


~-~ EXHIBIT NO; 144: 


P.C., 9.C., on behalf of The 
Progressive Conservative Party of 
British Columbia. 


to the brief which I now enter into 


Submission of The Hon. E.D. Fulton, 
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SUBMISSION OF THE HON, E,D. FULTON, P.C., Q.C., 
ON BEHALF OF THE PROGRESSIVE CONSERVATIVE PARTY 


OF BRITISH COLUMBIA 
Appearances: The Hon. E.D. Fulton; P.C., Q.C. 
Lovell Murray Merryweather 
John de Wolfe 


THE CHAIRMAN: Thank you. Good morning, Mr. 


PPruiten, Ye are delichted to see you this morning. We 
“are very honoured you would come to see us on behalf of 
9) the Conservative Party of British Columbia, We are glad 
| to have your submission. As you know, we haven't had an 
| opportunity of reviewing it. Je are somewhat limited as 
to time -not that we haven't got time to deal with it; 
& will certainly have - but I would ask your suggestion 


| as to how you think we can expedite this to the greatest 


| 
| 
| 
a benefit. 


16 | uR, FULTON: Mr. Chairman, members of the 
17| Commission, may I first introduce the two members of 
Age staff who are with me. 

i 
19| THE CHAIRMAN: Please do, 
20 liR, FULTON: I have Mr. Lovell Murray Merry- 
21) eather, our Executive Director, and Mr. John de Wolfe, 
221 Research Director of the Research Association. 
23 THE CHAIRMAN: Thank you. I introduce the 
24|| Commission to you, whose names are before us. 
25 WR, FULTON: Thank you very much. Mr. Chairman, 


26 I appreciate the difficulty which you mentioned, and I 
27 || must apologize for not having had the brief in the hands 
28j of yourself and your staff before appearing here this 

29} morning. I nad undertaken to have it in the hands of 


Mr. Bennett yesterday afternoon but production and other 


29 


30 
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By way of explanation I can only say as [I have 
said in the brief it had not been our intention to make 
a submission until, to my very considerable surprise, I 
learned it was not the intention of the Government of 
this province to make a submissicn. it left me and 
would have left them six days to prepare it. As you 


appreciate, Ili. Chairman, one does not make a submission, 


| 
| 
j 
| 
i 
| 
| 
to this or any other Royal Commission on a problem as. : 
complicated as this, lightly. We were therefore not | 
physically ready. i hope I am mentally prepared. I | 
think I am. 
We didn't have it compieted till last night. 
I therefore put 1% at your disposal, Mr. Chairman, as to 
whether you and the members of the Commission wish me to 
read it. I have a fairly strong voice and can read fairly 
quickly, or if you wish to have me make a summary on the 
basis of which perhaps we could then have questions, 


whichever vou thinit is the preferable way to proceed. 


pemtees ee ce  eT C T  C  C C RE CC S 


‘ 
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D/AIR/apw 4 1| 1 understand, too, that it has been the practice of the 


| Commission, by virtue of the fact that they have had 
‘la brief submitted and studied in advance of the actual 
smear: to perhaps pose questions on that study. 

5 | If I may do so, without in any way suggesting 

5 that the Commission is not perfectly competent to pose 

7 questions, I would like to take this opportunity to 

g) cusses st that if you feel, sir, that it would be preferable 
g| to pose questions later, or additional questions later, 
ole this is agreeable to you I would be very happy to 


{ 
{ 


11 receive them, and make comments or replies by way of 
12| correspondence, if you think that is an appropriate proce- 
13/ dure. I do not mean, of course, in any way to suggest 
uit am not prepared to answer any such questions you may 
15 direct to me now. Therefore, I am prepared to proceed 
isn any way you deem appropriate. 
17/ | . HE CHAIRMAN: Thank you. I would.estimate that 
iF straight reading of 20 pages would take something like 
A inalf-an-nour, about a minute-and-a-half a page, probably. 
99 How, it seems to me that the ‘subjects here would allow. 
nies to cope with this part by part, without reading, and 

! 
92 Heal with subsequent parts as. / 22S "le. CREA One 

{ 
up. 

I think, subject to the views of my colleagues 
if you would be so kind as to take one part of it, 
.to it, and we will keep our eye on the BL Phe part 
speak to it, and then will probably direct questions 
before we move on to the next part.. Does that 
to you as a sensible way to go about-1t?_ 


MR. FULTON: Yes. 
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THE CHAIRMAN: Don't stand dainers you wish to 
do so. We try to be as reasonably informal as we can, 
consistent with getting through the job. 

MR. FULTON: Mr. Chairman, before I begin may 
I direct your attention, please, to the fact there are 
ee corrections and additions to be made in the brief 


as submitted. These have been inserted in the copies 


ae are before you. I. am not certain that they have 
been inserted in the copies available to the press. I 
10 would like to draw your attention to them as I come to 
11| the passages in question. 

12 There is, however, in addition, a correction 
13] which has not been incorporated in the brief, and it is 
14] an important correction. The error results from a 

15 Sannin of haste and over-enthusiasm. 


It is found in paragraph 46 and I would be 


In the second sentence, as printed, it reads: 
“Unliess specifically exempted, roads, 
‘bridges, power Seno eh and especially 
schools and hospitals will all cost more.* 


I would request that the reference or the 


|hospitals has bemrestored. 
THE CHAIRMAN: Very good. 
MR. FULTON: ‘Mr. Chairman, members of the 


| Commission, in accordance with your suggestion, I will - 


20 
4 


22 
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pass very rapidly over the introductory passages found 


on pages 1, 2, to 6, respect tively, except that I snould 
like to repeat my appreciation to the members of the 
Commission for giving us this hearing at such short 
notice. 

I should also like to draw attention to what I 
have said in the brief, that I would not be here were it 
not for the fact that the Government of the Province 
declined the invitation of the Commission to make a sub- 
mission. 

I frankly confess that it is only natural the 
Government of the Province has very much greater resources 
in terms of statistical and advisory experts than is 
available to a person in my position. I hesitated, some- 
what, therefore, as to whether I should make a suomission 


at all. I have decided to do so, because as I point out 


|I think 4t would be a pity if the Commission were to 


leave the province without an expression of opinicn from. 
somebody speaking on behalf of the general public of this 
province witn respect to the problems as they exist in 
this province, 


THE CHAIRMAN: I think I might interrupt to say 


we appreciate tremendously the sense of civic responsibili 


which moves you, and your colleagues to céme forward at 
this time, I am quite conscious of the burden that you 
have taken on in trying to do this task within a few days. 


Most people have had months to consider what 


they are going to put before us, and apparently théys ene | 


require most of that time. You have done:yery well; indeed, 


MR. FULTON: Thank you, Mr. Chairman. Perhaps 
I could 


‘k 


4) 


| 
; 
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the general proposal 


| They set out the basic approach that we have and specific 
| proposals could perhaps be better left to a detailed 

| examination by the tiestueahh, and I will attempt to skip 
| over the specific proposals, if that is agreeable. 

THE CHAIRMAN: Very well. 

MR. FULTON: I think this is the nub of ny 


isubmission. (Reads Part II of brief) 


5 © w» ~ 


In effect, Mr. Chairman, and members of the 


ph 
p> 


Commission, what I am saying, not in total, but an impor- 

I tant huge Or what I am saying is that certainly in theory 
lit would be desirable if there. could be a single occupancy lof 
he tax field. Pérhaps the Federal Government, by agreement, 


} could say we will confine our activity to field X, and 


12 
7 
14} 
15 | 
16} 


i you, the province, confine your activity to field Y. 


re 
~3 


I feel - and I am not backing away from that - 
but I think theoretically that is very desirable, but in 
practice I doubt very much if it will come, at least for 
many yearsto come, so that we have to address ourselves 
to the present, and I believe the long-term continuing 
lsituation, to that extent. | 

In other words, to the extent, then, that there 
must be, or will be, joint occupancy I believe that there 
could be very little savings advantage , not only with 
;respect to the treasuries, but to the taxpayer, Where 
} there is uniformity of administration and a common tax 


base and a single agency for collection, whether that 


BBN RRR RB EE BS KE 


jagency be the Federal or the Provincial Government, and, 
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las I say, under a specific recommendation, with respect 


D5 1 
atiee sales tax especially, it could be applied, and in my 
3], own view, since the majority of the provinces are now 


4 in the field of direct sales tax, the Federal Government 
| 


5 is not, then my recommendation would be the federal 
sales tax be transformed to a direct tax which might 
well be found to be more efficient and more sensible. 

g| If the provinces collect federal taxes and remit them to 
g| them, this would be a matter of political difficulty, I 


10| appreciate, but would follow - I remember it was 


11) established in 1961 with respect to the income tax. 


Me THE CHAIRMAN: May we comment on this point? 


io Sa di hcinaaensow pneu meseiruensccnmnaitcibaidiiiii 


| 
13 MR. FULTON: Yes, sir. 

i 
14| THE CHAIRMAN: Before asking questions, there 


15| ts a statement here that I think I should not let pass 


16| without saying something to it: 


"The Government of British Columbia has so 


far rejected the request of this Commission 


to set up a tax study committee to work with 


! 


this Commission. 


request from this Commission formally asking it to do that, 
but in common with all the Premiers, I have discussed | 
the matter with the Premier of Pritish Columbia. I have 
informed him that I hoped he believed such a Committee 
would be useful to the vrovince, as I believe it would 

be to us and he has not seen fit to do so. I don't think — 
I am varying your statement very much, but I thought I 


ought to make it clear. 


| 

| 
The Government of B.C, has received no specific 
MR, FULTON: I appreciate that, Mr. Chairman. 
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I accept gladly any - shall I 


g} said, it is not very substantially different. 


i 
< 
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COLDILSSIONER WALLS: In view of your recommenda- 
tion that the provincial and federal tax wherever possible 
be combined under one authority, in dealing with sales 

tex you have also stated that. you believe hidden tax 


is deceitful. I therefore assume if there were a 


3 


| combined tax you would favour that it be a combined tax 


4 ON the retail level? 


IR. FULTON: Yes, Ilr. Walls; unless there was 


| a constitutional change the provinces wouldn't be able 


to go inte indirect taxes. It would-be necessary and 


desirable for the Federal Government to move to direct tax 


| whieh 1s already within the constitutional authority. 


THE CHAIRMAN: It has probably occurred to you 


| chat there are difficulties in provinces collecting taxes 


| on goods that move into another province, ‘Would this be 


overcome if the provinces continued to collect those 
themselves or - would it be neces- 


ary to have the tax collected by the Federal Government 


| to remove this difficulty? 


IR, FULTON: As I understand it, at the present 
time - I vant to be sure I understand your question - 


no province can or does apply a tax on goods purchased 


j} in any other province except in respect, for instance, 


of car registration, like a motor vehicle. I would think 


| it wouldn't be desirable that there should be any movement 


to tax in one province goods bought in another, no further 
movement towards that, and therefore it wouldn't be part 
of my recommendations. 

I don't kmow that the Federal Government - 


certainly without further consideration I wouldn't 
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recommend the Federal Government should collect taxes 
for provinces on goods purchased in other provinces. 

THE CHAIRMAN: I believe provincial sales tax 
| requires tax to be paid on goods brought into the province 
and purchased by the residents of that province whether 
or not those goods arepurchased within the province. It 
is true it is easy to collecttax on registered articles 
and it is difficult to collect on others. I don't think 
the law varies;,between the two. I think they are both 
liable. I have been told there are very substantial 
losses to provinces' sales tax because of this. If that 
is so, I would think the way to cure it is to have a 
central collection agency for the whole country. 

MR. FULTON: I think this might form part of a 
study which I aim certain the Commission will give. I 
have sone reservations, certainly, as to the question of 
whether the Federal Government should assist any one 
province in collecting or impoging taxes on goods 
purchased in another. I would want to know what are the 
different laws in each province at the present time in 
that regard, I think, before I would be competent to 
answer. 

This matter - the question of the collection 
| agency - which government should collect it would have 
Be be discussed between the provinces and obviously have 
| to be a matter of whether it was felt the most efficient 
| method of doing that was that. This problem would have 
I to be settled by study and agreement. 

COMMISSIONER GRANT: I think it has been a 


| matter of discussion at the meeting of the tremiers 
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of the provinces which is an institution which began, I 
think, two years ago. 
MR. FULTON: Yes. 


COMMISSIONER GRANT: While each provincial 


' sales tax probably contains provision that goods 


purchased tc be brought into the province would be subject 


'to tax, te the tax which that province imposes, it becomes 


| a matter of enforcing that provision which can only be 


done witn the co-operation of the other province. i 


have the idea that that co-operation may be forthcoming 


| once a uniform retail sales tax is put into operation. 


The difficulty of one province collecting a 
sax and remitting it to another province for goods 


purchased in the first province to be shipned into the 


second prcvence: - one of the main difficulties - 


|is the fact that the tax rate, any particular rate, -and 


the types of soods which it covers, vary. 


MR. FULTON: There would have tobe uniformity. 


}- 

ee 
wt) 
0 
ty 
Oo 
(an) 
La 


reflecting, Hr. Chairman, on the question 

and I «ould hesitate very ‘much“indeed to see’ the . 
eceral Government set into the position - supposing 

the acreement was che Federal Government should collect 
it =- get into, the vosition that every, t ime mciesua went 
to a eccunter to make a purchase he had to be questioned, 
Are you from’ this: province?” or that one, or the other: 
He is obvisusly zoing to a province where there bs a lover 

rate of tax for tnis inference to be made. You would 
have to find out where he came from, I think it would 

pe better torleave the’ sittationvas itis. *? Laon" t- cmene 


it falls basically to'the single agency collection 


ee nS 


ANGUS. STONEHOUSE & CO iTD. 


a i 
5 re" 

TORONTO, ONTARIO 2799 ! 

<i { 

4 ss : 

principle 
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2 THE CHALRICAN;. Thank you very. much. Hr. Fulton, 
you are ina anique position to be able i form an opinion 

: as tc whether or not your proposals come within the terms 

ome sion. <Llamewondering whether you. have. not., 


in fact, taken us beyond our terms of reference or 


endeavoured to do so in one or tyvo matters put. forward aah 
wh as your referenc# tc re-allocation of revenues and 
revenue sources, where you refer to sinsle occupancy 


approach, I. think we must form our own opinion on 


we can ‘o in this under the terns 


of reference, Have you considered this matter at all? 


+ 


MR, FULTON: Yes, Mr, Chairman. I think that 


| 

| 

{ 

| 
ssers, out I ama little doubtful as to the length, 
| 

\ 

| 

{ 

| 

| 
a - | 

I must econfess at points I have, perhaps, fallen over 
| 


the edze a little bit with respect to the restrictions 


tyyeolt the Sverms. obireferencew inisomertcases ,.-) ooint,.cut 
} 
cetting outside the field and withdraw back into 


it. -Gteseenedy tome Wty wouldn't be «as meaningful to the 
Commission if one were to make submissions tnat kept 


{ : + , = 
| strictly within the bounds as the ones I have-made 
| 


because it does seem to me’ that in reaching your conclu- 


— 
co 
tama 
sv 
3 
09 


i 


93) Sions, while complete respect must be had. for the terms 
“| of reference, 1 felt, and Ivhope ZI wasn't wrong, and I 
) 
{ 
25 hoce I am not cresumptuous, tnat the Commission would 


26) have “inemind these kinds:of things* in reaching the 


27 reccmmendations it makes; those recommendations within 


29 THE CHAIRMAN: I am looking for assistance. 


0 It ts not the easiest matter to draw a fence around. 
| 
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It is not an undertaking which is precise and clear. 


| MR. FULTON: I did at one stage, sir, consider 
. putting in the brief a recommendation to the Commission 
| 
| 


that some study be made of the question of the economical 


5| desirability or possibility of upper limit of taxation, 
6| because in my view, not only is it the duty of government 
7, to consider and study taxation methods so as to minimize 
any harmful effect, but also government must consider 

how far they can go in appropriating money that otherwise 


belongs to the taxpayer and how far they can go in 


11, conscience and how far they should go in terms of economic 
12] lav. 

13/ I feel strongly that any taxation system or 

14|| measure should be looked at also from their point of 

15); view and the communitive effect of the tax system should 


16) be looked at, too. I felt this would get outside the 


H oor terms of reference and I deleted that portion. 
18 THE CHAIRMAN: I regret very much you deleted 


ee I ::ould have liked to have the opportunity of asking 
| 
| 
| 
| 


20; your views on it. 

a1) hR, FULTON: I hope I have indicated it by the 
AS eee I nave spoken. I think it is the duty of govern- 
23); ment to make certain it doesn't go beyond what is 


24 | morally or economically sound. | 

25 COMAILSSIONER GRANT: Nothing that has been so 
26| far said breaches the terms of the igh etaneceie an 

27} are strictly adhering to the direct tax field for the 
28 | province and all tax fields for the Federal Government. 


29 IR, FULTON: That is correct. As I say, it 


emg seems to me that the question as to whether constitutional 
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E64] re-allocation of responsibilities should be considered - 
2 that would be more appropriate for discussion in another 
3) forum or Commission, felt it would probably not help 


4] to deal with the constitution as it exists now although I don't 


ee a ee ee 


sjoverlook the importance and growing attention being paid 
6| to constitutional re-allocation. 

7 THE CHAIRMAN: Thank you very much, Mr. Fulton. 
gi I think perhaps we could move on. 

9 MR, FULTON: Very good. Coming to the specific 
10| comments mee provosalis: the first one you will see is 

11) Tax-Sharing Agreements. I will pass over that portion 
12 where I refer to the position previousiy accepted by the 
13 Government of British Columbia except to refer to para- 
14] raph 22 where I say it is not my duty or obligation to 
15| defend any more than it is to criticize. 

16 I do wish to put forward some points and 

17} suggestions to the Commission. The arrangement for which 
1g | the precedent was set in 19061 - the agreement on income 
19] tax sets forth the precedent, in our view, for what can 


99 be done in terms of the estate tax and sales tax. 


21 Then, with the competition for resenue yield 
22 from corporation and income tax - provinces demand 

23 sreater shares - I want to deal with the principle I 

a4 set forth in the beginning: I don't think it is going 

95; to be very helpful to anybody if you demand greater 

96; revenues without regard to any other level of government, 
27 without regard to other responsibilities at other levels 

28) of government. 


29 : What I do suggest is that instead of making a 


demand for greater shares, that we try, in each tax 


29 


ANGUS, STONEHOUSE & CO. LTO. 
TORONTO. ONTARIO 2602 


field, that we try to rationalize and devise a system 


where one government could move more extensively into 
that field while not abandoning the other, leaving more 
leeway for the other in the field. 

} I think of special importance in that is the 

| sales tax field, where I think there is room, under the 
| suggestions to transform fram direct to indirect 
| taxes without reduction of the federal agency of occupati 
jand room for increased provincial share of occupany 
without increased burden on the taxpayer. 

| Then, I make a comment with regard to the 
eho gS, duty field. I think it is a retrograde step 


on the part of the Government of this province; faulty 


M4 
H 


in conception, difficult in administration, and totally 
unnecessary to go back into the succession duty field. 


THE CHAIRMAN: What paragraph are you at? 


oe be the same method in the estate tax field as in 


the income tax field, and as I have suggested, in the 


iR.,. FULTON: Paragraph 26. In my view there 
sales tax field, uniform tax base and single agency, 
singe collection agency, and what British Columbia has 
Gone is not only unnecessary but retrogressive in the 
context of that suggestion. 

COIMILSSIONER GRANT: Mr. Fulton, on the 
estate tax angle, it has been suggested t> us that if 
“a Provincial Government is not satisfied with thet 
amount which it receives from the estate «ax as it is 
now being adminitered that there should ~ no reason why 
the Provincial Government should not fix its own rates 


which would vary from province to provin:«7, if the 


2603 


ES 1] Federal Government remains as the sole agency to impose 
i 


g| the tax 

J MR. FULTON: Yes. 

A COMMISSIONER GRANT: You would agree with that? 
J MR, FULTON: I would, Mr. Grant. Indeed, I 

6| think I am safe in saying that is my suggestion also. 

7| Tt is certainly inherent in my suggestion. I suggest a 


g| review, and certainly not an abandonment; a review of the 


| policies and constitution. 


=) 


| 
| With regard to grants-in-aid, these are an 

| ever-increasing burden on the federal treasury, in that 

| direction, to the extent there could be greater leeway | 
| to tfie provinces as to the definition of the rate of taxes 

I they impose. 

| The system I would ultimately like to see a 

j Long as we have jcint occupancy of fields is a uniform 
jvasis of tax exemptions, et cetera, differences as to 

| 


}rates and single collection agency. It seems to me it mea 


19} sreater fiscal autonomy to the provinces, greater 


23 | I think, with regard to collateral grants, 
94) recognizing responsibiiity of the Pederal Government 
i 


25 to ensure that no province falls below a certain standard 


26} subject to that one reservation I think the method should 
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2 THE CHAIRMAN: Where there is an overlapping 
3 of taxation legitimately under the provisions of our 
4) constitution as it now stands you would have no objec- 
5| tion to it? 


6 MR. FULTON: No, I do say, advance the theory 


7| which I shall reiterate: it is desirable to have single 


Co 


occupancy but I recognize that is the counsel of perfec- 


tion and certainly isn't likely to come for a long time, 


© 


10| so let's rationalize the present situation to the extent 


11 it would certainly minimize my objections to double 


12) occupancy if there was a uniform base of taxation and 
13| exemption and single agency collection. 


| THE CHAIRMAN: By another change of agency? 


IiR. FULTON: Yes. In my view, the Federal 
Government does the collecting and appropriate returns 
to show clearly which level is imposing what portion of 
the tax. 

THE CHAIRMAN: Shall we move on, Mr. Fulton? 

liR, FULTON: I think I have touched on my 
views with regard to the cost-sharing program, grants- 
in-aid, at paragraph 29. 

"I am not advocating the abolition ---" 

THE CHAIRMAN: Where are you? 


KR, FULTON: The bottom of page 9, paragraph 


"I am not advocating the abolition of these 
programs. I wish to suggest to the Commission 
that these programs should be assessed on 


the basis of the responsibilities of each 
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level of government and that where 


responsibilities are determined, that the 
level of government responsible carry the 
program out. If this approach were 
followed, 1t might be found that the 
federal government would have no respon- 
sibility in the field cof primary and 
secondary education, but would have an 
increasing obligation in the ftelds of 
higher education and vocational and 


technical training. Similarly, primary 


and secondary education might be found 


13 to be essentiaily a provincial responsi- 
14 bility and not that of municipalities, 
15 And, finally, were municipalities freed 
16 Mees @ portion of the current burden of 
7 school costs, they might be able to get 
18 along quite nicely without the present 
19 level of federal and provincial cost- 
20 Sharing and grant programs. 


2 Then I come to the question of federal, 
previncial and municipal financial arrangements, which 

22 

93] I point out may be strictly outside the terms of 


gai reference. Again, I don't think any study of the tax 


is system could be complete without some reference to this 
; very present problem. Urgency of the program nas been 

| 
27 recosnized at the federal leva, both in the past and 

} 
the very recent past, by the undertaking of the proposal 
29| of the Municipal Development Loan Fund. 
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I point out the restrictions on the municipal 
tax sources, and incidentally, there is one passage I 
want to modify. The end of paragraph 32, on page ll, 
where I say: 

"Yet as creatures of the provinces they 

are restricted in any event, for their 

revenues, for these and all their other 

continuing responsibilities, to the 

already narrow tax fields allocated to 

the provinces and in the bulk of the 

country are further restricted by provin- 

cial legislation to the single field of 

a tax on land.’ 

I would like to, if I may, put in a formal 
written addendum, or correction, which would point out 


that while I recognize that in most cases they are 


H entitled to both business licence, business taxes, it 


would, therefore, be more accurate to say restricted 
for their major, if not their exclusive revenue to a 
tax on land. I am not strictly correct when I say they 
are restricted to the single field. 

THE CHAIRMAN: We might add the words at the 


{f 


end of that sentence: °“...for their major sources of 
revenue. 

MiR, FULTON: We have to deal with the fact 
that there are in most provinces, and certainly bes this 
one, a system of grants to the municipalities which have 
grown up along the same line, and for the same reason as 


the federal-provincial cost sharing and grants~in-aid 


program have grown up and I question whether in any 


a ews et tse rane rent 
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5 sion. 

6 I have pointed out that the present burden on 

7| the municipalities is the greatest pressure on municipali- 
8] ties, with respect to the increase in cost of primary 

9] and secondary education, and that if the desirable objec- 
10] tive is for the provinces to assume a total cost of 

11] primary and secondary education,@mf™mapproved standard 


12 basis, and that the provinces have to assume in excess 


4 if this were done, and especially as we move 

16] towards 100%, this would be greatly facilitated by 

17| greater elbow room for the provinces in the sales tax 

18] field which I submit is inherent in the proposals I have 
19] made with respect to federal sales tax cen! 

20 THE CHAIRMAN: We have, I might add, Mr. Fulton, 
Biccen fairly liberal in listening to representations from 
22| mmicipalities on the matter of educational costs, and 

23) their need for more revenues. They have endeavoured to 

| point to the responsibility that the Federal Government ha 
| rather than the Provincial in this matter, but I do not 

| think we need to debate that at the present time. 

MR, FULTON: Well, sir, I do have a passage in 

| which - well, in paragraph 37 I point out that such a 


| move would require the active co-operation of the Federal 


}Government, in the tax discussion, because this proposal 
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iz make would greatly and immediately relieve the munici- 


2| pality of the burden of the property tax withregard to the ~ 
| burden of taxes on property to pay school costs and ahoula 

4| certainly result, if not permanently, in a substantial 

reduction of municipal tax rates, and to this extent 

6; would represent a windfall to the Federal Government in 

ates of increased corporation taxes, because of the 


8| lower tax on property paid by corporate taxpayers and 


9| this is something that I know if I were the Government 
10| of British Columbia I would take account of and want to 
11) go to Cttawa and make certain that Ottawa EN po 

ih that we are entitled to some leeway, some additional 

13) leeway in present tax fields, and I say here that we are 


$4.4 3 + 
14) entitled - I would expect we would have an adjustment 


15] made in overall returns from Ottawa of our share of what- 
16|\wer tax-snarinzg agreement is thenin force. 

17) THE CHAIRMAN: You are apparently fairly convinced 
18| that properties are very heavily taxed. We have heard | 
19; this a number of times. It seems to be the popular view. 
we sought evidence from people who have appeared as to 


21 || why they concluded that properties were heavily taxed. 


Wwe haven't had much success in securing evidence, 


We have been told casually that people have 


24) occasionally nad to leave their homes; I don't think 

a that it has been noted that tax sales, for collection of 
26| property taxes, have increased. 

27 MR, FULTON: I would hope not, Mr. Chairman, 

28 because I certainly hope that .it has not got to the point 


29! people are being driven out of their homes. 


| 
Eu aaa I do suggest to you a reasonable assessment; 


| 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 2609 


F4 1} that people will go to great lengths to preserve their 
homes so that I suggest, with respect, that the lack of 
| increase in tax sales is not an absolute standard by 

1 which to judge the incidence of whether property taxes 

| are burdensome. 

We are making the study of this whole question 
| of the municipal-provincial tax structure and the inci- 

| dence of property tax collections, for our purpose as a 

| prospective Provincial Government. 

We have not reached our conclusions, but I 

| would be very glad to send them to the Commission if you 
| think it would be helpful in this connection. 

THE CHAIRMAN: I think it would be extremely 
| helpful. I think we know that people have trouble paying 
| the income tax, and other forms of taxes, and it is not 

| property that pays taxes, as it has been pointed out to 
jus; the people that own the properties pay taxes, and 

| those are the sort of things we like to know. 

MR. FULTON: In that respect, I don't have any 
|hesitation in stating that the ownership of property 

| seems to be no longer a measure of the capability of the 
22| person to pay taxes. It seems to me it is primarily 
| measured by his income and particularly now we have so much|at 
|the present time, anyway, in this province, we have so 

| much of social services, including considerable education, 
being charged on property. I say the cost of providing 

those services is not equitably distributed because 
municipalities are proving that they, and so are all 

school districts, as Mr. Walls well knows, very limited, 


at least in what they feel is comparable and yet persons 


F5 


| 


| reference to the recognition by the Federal Government 


ibe tne present problem and the situation in the munici- 


other levels of government, to finance them. The 


| Federal Government has given recognition to this problem 


30} 3 potential objection in that it seems to be an involved 


respect to the motive with which that proposal has been 
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who own property are compelled to pay large taxes without 


regard to whether they are earning, and can earn, a substan- 


tial income either from those properties or receive a 


substantial income from any other sources. This, I think, 


it is driven up to the point that it is now reaching, if 


|} in fact it has not reached. 


The agricultural economy in this province 
completely - I don't minimize the burden on the munici- 
pality - I am thinking of one particular sector of the 
economy and as Mr. Walls knows, the agricultural sector 
of the economy is suffering in this respect right now. 

THE CHAIRMAN: We would be very glad to see any 
evidence you might have. 


IR, FULTON: And then on this point I make a 


Dality in financing development projects which they 
obviously have taken out of current taxation, so it is 


necessary for them, perhaps to a greater extent than 


in its propcsal for a municipal development loan fund. 


I ar sincere entirely in what I say in the brief with 


introduced. It is referred to on page 13 and 14 and I 
do suggest that we should look to see if better ways 
might not be found because there are objections which 


have already b¢en taken to this proposal. I think it is 


| is demonstrably inequitable in the land tax, at least when 


| 
| 
| 
- 
| 
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cost to the taxpayers and in my respectful submission 


iI think perhaps the Commission might consider whether 


| there couldn't be other methods, more direct, ucre 


economical, foumd by way of tax incentives, tax conces- 
sions on municipal bond issues. 


We recognize that the Investment Dealers‘ 


| Association has already, in another Commission, expressed 


- 


reservation. I would like to see a study made of it 
because I think there are real potential advantages and, 
secondly, for the provincial guarantee system and I think 
in either one, or a combination of those theories, we 
might be able to assist municipalities to finance 


more efficientiy and at such lower cost than under the 


! loan fund proposal, 


Again, I repeat, I respect the motives with 
which that proposal is advanced, I have some reasons, 
if the Commission wishes why I would like to see a study 
made of the tax incentives method as with respect to 
municipal financing, municipal borrowing, but I will not 
refer to them here unless the Commission wishes to 


question me on then. 


Then coming to the question of the sales tax 


i'l think that in general I have covered what is said 


” 


here specifically, “ransforming cf the Federal Government 
from indirect to direct applicationa the retail level - 


while I recognize again the difficulties of the politi- 


47} clan, and I number myseif among them, I am not condemning 
agiimy brethren - I do say we should have if at all possible 


29)a look at the question of whether we have not gone far 


enough, and not too far in the direction of hidden taxes’ 


tee ete ar area A NT A RENEE CT i mE etn EES Te ER EEL IE SR 
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and advice from this Commission would be most helpful to 

the politicians, sir, as well as to the public generally. 
And then I report what I believe to be the 

advantages of this transformation in terms of savings 

to the consumer, preservation of the level of revenue 


to the taxing authority and yet ability to reduce the 


| rate, and then concurrently, with anumber of other 


proposals, the possibility of greater leeway being 
available to the province in the field of sales taxes. 

There are a number of restrictions that I 
would like to give. It is particularly onerous to this 
orovince that there should be removed the exemption 
from sales tax on production machinery and building 
materials. 

This province relies extensively on the 
processing, primary production and processing industry, 
so that in effect we pay two new taxes. Every owner of 
a mill, say a lumber mill, who puts in that business 
machinery has to pay the tax on that machinery. That 
enters for. the first time into his cost of. production; 
increases the price of the goods that he produces in 
hic sill and then charges tax, the 11% tax, on the lumber 
when. it goes. out of bis mili. 

The lumber in British Columbia is subject - 

I think I am fair in saying this - is subject in effect 
tuice to the Federal Government by removal of this exemp- 
tion. I do not think there is any province whose economy 
is more directly and adversely affected by this measure 
than British Columbia and, again, it has surprised me 


greatly that the Government of this province is not here 
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I suggest in the brief not only the restoration 
| of the exemption, because of its effect in British 
| Columbia, but on general economic grounds, one of which 
lis the illustration I give with respect to the absurdity 

of putting the sales tax on this kind of machinery or 
i equipment which continues into the cost. 

The province must pay for building of roads 

in the municipalities - every road, for instance, and 
| some other provincial-municipal services and to the 
Hettent that costs are shared by the Federal Government, 
jas is of course the case in the Trans-Canada Highway, 
jand it may well be in highway construction for years to 
cee: perhaps increasingly, 90% of the cost of the Trans- 
| Canada Highway being paid by the Federal Government. 
The increased cost, then, is reflected on the 
igederel Treasury. Then the Federal Treasury can only 
| raise that money through taxes. You get an absurd posi- 
ition; a government that has imposed one tax has to put on 
29 | other taxes to raise the revenue to pay the taxes and 


21) this is really the kind of absurdity you get into with 


I have made that point in the addendum that 

E have, the second addendum that I submitted to the 

| Commission. 

I say, as I think I must say for logic and 
'consistency, if I want to have the federal sales tax 
removed from production machinery and building materials, 
1s), I think, should the provincial sales t axes although 


|I recognize that there would be a loss of revenue in 


FQ 
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1 British Columbia. | 


2 I pointed out in paragraph 49 how this loss 


3) of revenue would be, I think, immediately and fully 


w amoranaree for. That is the loss of revenue from this 


5| particular tax, how this would be immediately and fully 


6| compensated for in other ways as a result of the proposals 


7 I am making. 


8 THE CHAIRMAN: May we ask a question at this 

g| point? 

10 | MR. FULTON: Yes. 

u THE CHAIRMAN: Mr. Fulton, we pay sales taxes 
12|/0n most of our purchases, other than food. Why should we 
13 not pay sales taxes on our dwellings? I presume you 


alist them exempt, from what you say here? 


MR. FULTON: Do you mean, sir, that when a 


17 THE CHAIRMAN: Building a house, I was thinking 
18 Of. 
19 COMMISSIONER GRANT: Materials that go into 


20 |the building. 

21 MR, FULTON: It is a matter of how far the 
22|\sales taxes should go. That is all. 

23 THE CHAIRMAN: What justification is there for 
qaithe exemption of it? 

25 IR. FULTON: Because the sales tax on a house 
w@\hits the homeowner enormously. | 

27 | THE CHAIRMAN: Sales taxes on clothes hits the 
2g |i\clothes wearer. 

MR, FULTON: Children's clothes are exempt. 


THE CHAIRMAN: Adults are not. 


6| think this is a healthy trend but I think 
7| absurd then if I went in to the extent they are for loans 


gi programs, and with respect to public 


9: programs, 


10) oF homes. 


thing. 
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MR. FULTON: Adults are not, no. Wel: 


is encouraging the building anc ownership of 


25915 


rt 


5, 


a 


gi isn't it a matter of again a study of what is economically | 
i 
| 


the sensible thing to de? We are, on the other hand, 


. heli and I think rightly - the Fedaral Government 
| homes. I 
| 


t would be 


housing subsidy 


assisted by treasury cost in the construction 


It would be, in my view, an absurdity - it 


11) would be illogical to turn around and tax that same 


THE CHAIRMAN: Thank you for your opinion, 


MR, FULTON: That is one reason I can 


by number. This 
93, garagraph 51, 
1 tax incentives 


an opinion om tne extent to which tax incentives 


a 


part of the natio 


Then, at the end 


There are a number of others. I have a specia 


ny» thatuis ny fixrm 


of paragraph 54, I 


context what I have said previously, 


upon which this s 
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ubmission is given. 
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COMMISSIONER WALLS: The Federal Government 
is _ sales ; 
at the present time /eollecting their ownftaxes from their 
this a 


own departments' purchaseg/causes /false idea of revenue 
and false idea of expenditure, don't you think? 

MR. FULTON: I think this is quite arguable, 
Mr. Walls, yes. 

THE CHAIRMAN: It is a matter of bookkeeping, 
isn't 1t? 

MR. FULTON: Well, Mr. Chairman, I am not an 
economic expert. I couldn't overlook your comment. It 
has always seemed to me, although I have never been 
convinced or had a judgment of the Department of Finance 


officials - I don't know, perhaps the officials - when 


| im opposition any more than in government, any more than 


| 
18) budget rates are going tea affect. To that extent, it 


seems to me you go beyond booleping. 

THE CHAIRMAN: When I say bookkeeping I mean 
2141t is a method of recording what is actually occurring. 
22) 1 think you are saying the same thing, really. You can 
a2 it better and appreciate it better and serve 
24 || the purpose that you are seeking to serve. 


MR. FULTON: I think implicit in Mr. Walls’ 


26} recommendation is that the tax should not be levied on 
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27 itne Federal Government's purchases - unless that change 
28 | was made there would be a reduction in federal spending. 
THE CHAIRMAN: I think I was disagreeing with 


Mr. Wails. 
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COMMISSIONER WALLS: Let me disagree with both 


2) of you. Mr. Walls didn't make any recommendation whatso- 
| 

3| ever, and doesn't expect to for at least a year. 
| 

4\\ COMMISSIONER GRANT: Let me say I think the 


whole matter is taken care of in Section 125 of the 


6| B.N.A. Act. It says no lands or property belonging to 


7 Canada or any province shall be liable to taxation. 
i ’ 
gPoesn't property include. personal property in that sense? 


" 


9) THE CHAIRMAN: We are talking about tax within 
10| the same government. 


11 MR. FULTON: The question was raised as to 


12| whether it was fair that the Federal Government should 
tax. Then you came back with the question of the Federal 


| Government. 


| 
; COMMISSIONER WALLS: That is right. 
MR. FULTON: In answer to your question, Mr. 
ba no lands or property of Canada or a province 
ae pe taxed - isn't sales tax, although at the federal 
19] level, indirect tax - a tax on property - if it lin 
90|| Property of the Government, a tax upon the manufacturer. 


21) It would be arguable. I don't speak as an expert, but 


22\)| the federal sales tax paid is not a tax on the property 


93)| of the province but is a tax paid by the manufacturer 


when he sells thearticle to the province. 

25 COMMISSIONER GRANT: Would that tax be rebated 
961 after it is sold? 

a7 MR. FULTON: Yes. 

28 THE CHAIRMAN: At the moment I think we are 
29| prepared to accept your ooinion on that.. Thank you, 


MR, FULTON: Very accommodating, Mr. Chairman, 


EEE" RAE. AEE, Me lan 2 


ANGUS, pt ee a “ign a. 2619 


< 


THE CHAIRMAN: I think we had better stop here. 
| I am indeed sorry we didn't have half a day or even a 

i full day to do justice to the thought and effort that 

i has gone into your brief. It has been very stimulating 
| for us, sre | I just hope 1f you have anything more 
| to say that circumstances will take you to Ottawa where 
| L am sure we can arrange to proceed further, in view of 
ithe fact we have done this so very cursorily. Many 
thanks to you, indeed. We are very grateful for your 
effort. I can assure you that we will read it more 
earefully because we virtually scanned it up to now, 

| Thank you very much, indeed. 

MR. FULTON: I, in turn, thank you and your 
| colleagues for the privilege of being allowed on such 


| short notice to appear and thank you for the courteous 


| hearing you have given us. | 


THE CHAIRMAN: We will stand over for about 


| three minutes. 
| --- Short Recess 


| 
| 
: 
THE SECRETARY: Mr. Chairman, the next ete 
lis being presented by The Heavy Construction Association o 
[British Columbia. Mr. Gordon R. Hodson, General Manager, 
| da speak to the brief. He has associated with him Mr. 
W.B. Laurie, the Secretary-Treasurer, and Mr. ©.S. Soder- 
ling, member of the committee, and Mir J.W. Hanchard, 
j administrative assistant to the General Manager. I would 


like to enter the brief into the record as Exhibit 145. 
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THE CHAIRMAN: Are we going to get the names 

| again? If not, we'd better have them spelled. 

5, THE SECRETARY: Well, perhaps the witness Se 
; identify them. There is Mr, Hodson, General Manager. 

5! Mr. L-a-u-r-i-e pale Mr. S-o-d-e-r-l-i-n-g and Mr. 


6 Hanchard. 
| 


7 THE CHAIRMAN: We have already got that name. 
i 
3) 
i 
9| --- EXHIBIT NO. 145: Submission of The Heavy Construction 
| Association of British Columbia. 
10| 
| 
11 
SUBMISSION OF THE HEAVY CONSTRUCTION 
12; 
ASSOCIATION OF SRITISH COLUMBIA, 
13 
4 Appearances: Gordon R. Hodson 
14) J.W. Hanchard 
\ W.B. Laurie 
15 C.S. Soderling 
t 
16 | THE CHAIRMAN: Mr. Hodson, are you Chairman 
17. 22 Sne submission? 
18, MR. HODSON: I will open the presentation on 
19| behair of the Association. 
i 
201 THE CHAIRMAN: We are glad to see you. We 


| 


21| nave read with interest your submission and we have some 
22| questions for you. I apologize for running a little bit 
23/ late this morning. That doesn't mean we haven't enough 
241 tine codeal with this completely and properly and we 


1 propose to do so. Before we start asking you qiestions 
{ 2 


have you anything you would like to point out to us? 

i 

| You told us something about your industry. Would you 
a1 lixe to amplify that in any way? We would be glad to 


,; nave you do it, 


PNET! [E. SODSON: Ye would merely iike to 


to id i) 
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G5 1| emphasize our affiliation with the Canadian Construction 


ae pe 


2) Association and our support of their national policies 


3] on taxation. As an industry we can hardly oppose revenue- 
4|| producing legislation meaceneag we, to a large degree, 

5| depend upon public works projects which are financed by. 

(1 funds. However, we do feel there may be certain 


| 
7| aspects of the present legislation which impose undue 


g| burden upon contractors in the heavy construction industry 
9| in relation to other taxpayers. 

Perhaps we might refer to page 3 of our brief, 
beginning at page 3 of our brief, specifically to capital 
cost allowance. As you will have neted our brief proposes 
that capital cost allowance on unl iinet equipment - 
we refer here largely to mobile equipment under Clause 10 
should Se reser’ and we feel that the present rate of 
depreciatim,which is 30%, is somewhat inadequate and 
should be increased to 40%. It was interesting to note 

2 
yesterday that the submission of the Vancouver Board of 


Trade reported that the reply to the question on capital 


cost allowance, does any type of asset depreciate more 


rapidiy than the maximum rate allowed for the group - 
the general consensus of industry in this orovince was 
| to the effect that 20% replied in the affirmative and 
| SO replied in the negative. However, a closer examinatio 
lof Appendix A that she Vancouver Board of Trade submitted 


jwith their brief reveals that the heavy and lizht construc 


| tion group reolies were 2% in the affirmative and 54% 
in the negative. Unrfortumately. there was nc distinction 
imade oy the Scard of “rade in chetr questionnaire bétween 


heavy construction and light construction. 
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However, upon examination of the replies which 


: 
2| we were permitted to look at by the Board of Trade we are 
| 3 


| led to believe that in the heavy construction group those 
| replying to the brief in the affirmative were in the 
5) ratio of 84% to 16% of the negatives. It seems evident 
6| that the heavy construction contractors replying to this 
7| questionnaire support our contention that capital cost 
allowance should be increased. 

Examining the replies that were sent in we 
10) have reached the conclusion that the heavy construction 
| people replying - there were approximately 13 companies - 


and I wish to reiterate this is something that couldn't 


| 
| 
13| be determined accurately, but Mr. Selman of the Board of 
Trade agreed this appeared to be as accurate as one might 
15| derive from the questionnaire: 48% of those replying felt 
16| that the inerease of the capital cost allowance on ~ 
Wt naneties equipment should be up to 50%. In our sub- 
18] mission we are. proposing it should be 40%. 
ed Sixteen percent of those 13 companies felt it 
20'|| should be in the range between 25 and 35 percent. 
21 THE CHAIRMAN: What percentage felt that? 
al MR. HODSON: Sixteen percent thought it should 


231 be between the 25 and 35 percent range, which seems to be 
| somewhere on the nose of the existing 30%. The second 
fact is 48% felt it should be 50% capital cost allowance 
and 8% felt it should be between 50% and 100% and another - 
8% felt 1t should be 100%. 

THE CHAIRMAN: I haven't got that. I have 484 
and 16%. From there --? 


MR. HODSON: I repeat: 16% felt the rate should 
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be 25 to 35 percent; 43% felt it should be 50%; 8% felt | 
it should be above 50 and below 100 percent, and 8% felt | 
that it should ve the even 100%. We cite this merely 

in support of our contention that the rate of capital 

cost allowance, in view of the rapid rate of obsolescence 
of contractors! mobile equipment, should be increased to 
40%. We held to the 40% figure as being realistic. 

We do also feel, with regard to the capital cost allowance 
Mr. Chairman, where the contractors' mobile equipment is 
subject to intensive wear and increased obsolescence or 
depreciation results,such as on multi-shift operations, 
there should be some leeway for the contractor to rate 

that equipment up on his capital cost allowance on an 
accelerated rate, because it is reasonable to assume 

that under such circumstances the contractors' equipment 


will depreciate much more rapidly by reason of long and 


harder usage on the multi-shift operations. 


eS er na 


We suggest no specific figure there, but we 
feel it should be proportionate to the additional time 


that the equipment is exposed to additional wear in rela- 


THE CHAIRMAN: Assuming that, it would be 


=n to recapture, I presume, upon sale of the equip- 


MR. HODSON: Yes. If there are no further 


as 
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1| an unnecessary amount of difficulty for the ends to be 


2 
3) 


4) 


mn 


accomplished. I seem to remember that at one time these 
two-shift and three-shift operations - and they were 
rather difficult to support and establish - it may well 


be that this wouldn't be difficult and could well be 


| justified. I don't know. 


COMMISSIONER MILNE: I have a question on this 


present rates of depreciation allow for a full year and 
I would imagine that equipment isn't subjected to 12 month 

use under normal conditions, but under multi-shift 
operations would it have more than a year's usage? 

MR. HODSON: Well, I think in our industry, — 

Mrs. Milne, we regard the normal operating season as a 
full year's operation on equipment and I do also believe 
this was taken into consideration when the rate of depre- 


ectation for this class of equipment was established, 


| so that we would now regard a normal year of operation 
as being within the confines of the construction season, 


| although technical advances, as you will appreciate, now. 


particular point: on the multi-shift operations, the 
' 
{ 
| 
| 
{ 


have extended the length of the construction season and 


in a good number of areas and in certain types of work 


| it does encompass the whole 12 months period. By this 
i multeshift operation it would mean that the equipment 


is depreciated or rendered obsolete within a much shorter 


period of time than under normal operations. 
COMMISSIONER MILNE: I may be wrong on this 

secre, but I felt that somehow at the time that these 

rates were waluated that 569% use was considered the 


-tikvelent of a year's operation. Do you think that 
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“anwat 


GO 1} percentage would hold? Actually, what I am asking you 


2| is: do you think your machinery receives more than 60% 
3] usage in a year on the multi-shift basis? 

4 MR. HODSON : Oh, yes; on a multt-shift basis. 
5 COMMISSIONER MILNE: That is really what I 


6| meant to ask. 


7 MR. HODSON: Yes. 
8 THE CHAIRMAN: Mrs. Milne meant calendar year; | 
gj I suppose, a full year. 


MR. HODSON: Yes. 


THE CHAIRMAY: Do you still say yes? 


MR. HODSON: Yes. 


THE CHAIRMAN: You spoke about the rugged 


of B.C. but what you esk is imbended to apply not just to 


ac. 


a ed, ” 


MR. HODSON: That is correct. The same rule 


i would hold in other areas of Canada where they have 


" 
1 — 


| varying conditions affecting the obsolescence and depre- 
i ciation. 
COMMISSIONER GRANT: I would like to ask Mr. 


i Hodson a question. Perhaps it appears in some of the 


5.28 ee 


> | appendices, but I would have difficulty myself in deter- 

i mining from the brief what constitutes a machine that 

| would fall into the heavy industry class. This is the 

| brief from The Heavy Construction Association - The Heavy 
Construction Association of British Columbia. This plea 

| you are making at the present time is that certain machine 

, be allowed a nigher depreciation: - write-off - than is 
mow permittec. If we are fo give ‘this orfef the consi- 


9] deration which it deserves how are we to determine what 


G10 
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1| machines fall within this class you are asking for the 


| Ragen rate write-off, and who is to determine that? 


\ 


3 


MR. HODSON: 


Our brief refers specifically to 


4| Class 10, the equipment that is categorized under 


' 
4 


9 


10 


11! 


| 
i Class 


10. 


Class i0, 


as opposed to 


type. 


. 


COMMISSIONER GRANT: 


MR. HODSON: 


THE CHAIRMAN: 


12)| 40 percent? 


13 


14 


15 


16 


17 


18 


19 


20 


21) 


MR. HODSON: 


COMMISSIONER PERRY: 


Class 


That is right. 


At the present time under 


It is generally mobile equipment 


stationary equipment of the production 


10 be raised from 30 to 


Have you made representatio 


on this to the Department of National Revenue? 


MR. HODSON: 


Other than representations that 


are made through the National Association, the C.C.A., 


we haven't made any nor really felt we had an opportunity 


to do so until today. 


THE CHAIRMAN: 


Shall: we move on to Completed 


iin aa Method of Reporting Income? 


that. 


MR. HODSON: 


MR. SODERLING: 


Mr. Chairman, 


At this point, Mr. Chairman, I 


| would like to ask Mr. Soderling to outline our views on 


in this particular 


section of our brief it is really a method of determining 


a problem. 


income, or the difficulty in determining income which is 


Possibly without exception; the determination 


of profit or losses on contract in heavy construction is 


one of the more difficult things to do in practically any 


| 
| 
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Gl1i1} industry, I would think. 
2 The present taxation volicy is as outlined in 


the orief. It doesn't give any leeway for problems that 


Ww 


4] arise in mootilization costs; in some cases, unbalanced 

bid - the term is used in the industry - recognized. 

In fact, in bidding contracts in the case of Department 

of Highways projects, it is completely forbidden. 
Unfortunately, or fortunately, for the contrac- 

tor, at times, it is in the tender. If the contract does 

| Fun over a 12-month period or even, in some cases, if it 

De eee for 2 lesser period than 12 months, if the 

: contract is commenced, say, three months prior to the 


fiscal seriod of a contractor, the profit or loss posi- 


pee eeepc etn sear in enn ear eenranre  N  E S S  Oe Ee 


: ticn of that particular contract, after the three months 
| pericd, of course, is not indicative of what the final 


outcome of the contract might be. 


= 
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H/NR/dpy| That is basically the items covered in paragraph 24, L 


2 In paragraph 25, it is a well-known fact that : 
3] engineers are reluctant to pay as much for the work as | 
4| possibly might be paid. On the other hand, naturally | 
5| the contractor wants to receive payment for as much 4s : 
6| possible in order to assist financing the contracts so : 
| there is always a certain amount of hold-back in addition 
to the normal 15% or 10% of hold-back. There is aiways 


a2 possibility of monies being withheld by an owner for 


the lack of payment on quantities, or whatever measure- 
ment is used in paying the progress estimates. 
Other than that, Mr. Chairman, I think the 


section is fairly well desaiptive, and on that basis 


we feel that there is considerable merit in treating 
contracts. with a period of complétion existing at least 
12 months, being treated on acompletedcontract basis. 
This is, as you possibly are aware, Mr. Chairman, the 
case in the United States. 
They do recognize this method and it is uniform, 
of course, in any one particular corporation or entity. 
THE CHAIRMAN: You do not appear to distinguish > 
between fixed price contracts and those which are carried 
out for a fee or a percentage. Wouldn't the latter group 
be properly brought into income as they progress? 


MR, SODERLING: On. a fixed price contract, Mr. 


| Chairman? 
THE CHAIRMAN: No, the latter group. 


MR. SODERLING: Cost-plus or fee basis. Very 
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TH CHAIRMAN: Your section here is directed only 
| at fixed-price contracts? 

MR. SODERLING: Correct. 

THE CHAIRMAN: Do you have any regard to the 
contract which clad for a very long period of time? 
Should there be any special treatment for a contract 
| which runs over two years or over three years? 

MR, SODERLING: No, I think the problem is 

| inherent in any contract that really runs over the year 
end of the contractor's operations, the fiscal period 
for reporting income. 

The problem is there in determining profit or 
| loss to report for purposes of taxation. 

THE CHAIRMAN: Thank you. Now, averaging of 
Derccocanes for taxation purposes. TI note that you believe 
that the income of contractors varies more than most 

} industries and you think it might be treated in the same 
| way as farmers and fishermen; and averaged. I wonder 
lif, in fact, it does vary very much; more than most 

| industries. Is there anything to support that? 

| MR. LAURIE: We do not have definite information 
j on an Association basis. From personal experience I 

| nave had in association with the constFfuction industry 
eae the last 15 years I have seen vast fluctuations in 

| profits and losses from year to year, not unlike the 
— and fishermen. The construction industry is 

| noi ecyclamatic, depending on weather conditions and 

| volume of work being called in a designated period and 


Oi I personally believe that there is vast fluctuation 


—o 


ANGUS, ONEHOU SE co. LTD. 
ponte peer 2630 


H3 1| between incomes from year to year and that the present 
f 


loss carry-over and back provisions are not sufficiently 


3) wide to permit a contractor to properly measure his decade 


: income, or life income, because of the taxation that he 


i 
{ 


6) the following year and a period of loss which loses itself 


ter five years, and that the averaging of income in 


8 such a highly competitive and risky business as this 


THE CHAIRMAN: Why couldn't all business income 


‘ weuld seem very desirable. 
1] be averaged? 


MR. LAURIE: Very good question. I do believe 


| there: is stability in many of our industries which are 


from year to year, whereas ours are more competitive and 


14| looking for a fairly consistent return on capital invested 
| 3 
| more subject to the elements than a stable business. 


COMMISSIONER GRANT: The elements would be the 


| 


| dominant consideration? 
19 | MR. LAURIE: Yes, sir, they are very dominant. 


i 
20| COMMISSIONER GRANT: Like farming and fishing? 


MR. LAURIE: Yes, sir, they are. I believe 


22)| there are certain cycles in fishing also which are 


7 


23) dominant factors in their income. 


24 THE CHAIRMAN: Contracting would be national 


25) economies more than anything else, would it not? 

26 MR. LAURIE: Yes. 

7 THE CHAIRMAN: Extension of the exemption for 
28 federal s2ies taxes. This has been altered. Esu wrote 
29| this following the budget, did you? 


MR. HODSON: Yes, following the bucget proposal. 


5| may be faced with in one year versus nominal taxation 
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Since the resolution has now been passed in the House, 
the position with regard to the sales taxes on construc- 
tion equipment is clarified and we are somewhat dismayed 
| by the fact that provincial and municipal governments 
remain exempt from federal sales taxes on their equipment 
|} while the contractor continues to be subject to the tax. 
We are inclined to agree, I am sure, with what 
| Mr. Fulton said; that it would be somewhat absurd for 
one government to impose a tax on another government, 

| thereby creating a further tax to pay the tax. 

However, our position is this: we find provin- 
i clal and local govermment getting into the contracting 
einen the business of construction, more and more, 
|and we feel that their exemption from the tax, as opposed 


to the contractors’ high cost of buying the necessary 


equipment to perform the work, is partly the cause of 
this, and we have referred to, and attached here as an 
appendix, the report from the Royal Commission on Govern- 


ment Organization which makes it quite clear that in 


their view the Government, at all levels, should not be 
purchasing this equipment amd getting into the business 
themselves. aban 

This should be an area left to free enterprise, 
particularly in such a highly competitive business as 
construction. 

COMMISSIONER GRANT: When tenders are called, 
you do not find yourself in competition with the Provin- 


Govermment om that particular contract? 


38 8 RR ees eee eS KR KR SE 


MR. HODSON: Not when the Provincial Government 


calls temiers; this is correct. Although some municipal 


19 


| in the industry? 


| in this area. As we have pointed out in our brief, the 
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governments do, in fact, tender on their own work in 
competition to other bids. 

COMMISSIONER GRANT: Well, do municipal govern- 


ments acquire heavy machinery? Is that much of a factor 
MR. HODSON: Yes. We find it particularly so 


Provincial Government boasts a fleet of $30 million. 

We have no idea what the equipment fleet might be in 
the City of Vancouver, but we are confident it is a 
substantial amount of money; fairly ests construction 
fleet, as opposed to a maintenance fleet. This holds 
true in varying degrees in other municipalities in this 
province, 

THE CHAIRMAN: Your complaint is with the 
exemption to government ra°her than the (een on ae 
am I correct? 

MR. HODSON: Yes, I believe that is the wey to 


express it. We do not feel the tax should be imposed on 


we should be afforded the same exempt ion. 

THE CHAIRMAN: If the taxes were imposed on the 
Government on these matters and you are in .an equal posi- 
tion, you would have nothing more to say about it, I take 
1t? 

MR. HODSON: Assuming that they would be 
Giscourazed from purchasing this equipment as a resuit of 
being taxed on it, I think the answer is yes. 


THE CHAIRMAN: I think we understand your 
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| position. I think you made it very clear. We will 
| certainly consider what you had to say to us. I will 
see if there is anything I have overlooked. I don't 
think so. | 
Thank you very much, indeed, for your appearance 
today and your submission to us. It is indeed helpful. 
We have no more questions and simply say thanks. 
MR. LAURIE: Thank you, Mr. Chairman. 
THE CHAIRMAN: All right, Mr. Secretary. 
THE SECRETARY: Mr. Chairman, the next submis- 
| sion is presented by Dr. Gordon Blake, Economic Consultant 
| to The North-West Line Elevators Association, on behalf 
| of The North-West Line Elevators Association. Dr. Blake 
| 4s appearing before you and I now enter this submission 


| into the record. as Exhibit No. 146. 


| _.. EXHIBIT NO. 146: Submission of The North-West Line 
Elevators Association. 


SUBMISSION OF THE NORTH-WEST LINE 
ELEVATORS ASSOCIATION 
Appearance: Dr. Gordon Blake 
THE CHAIRMAN: Thank you, Mr. Secretary. Good 
|morning, Dr. Blake. | : 
DR. BLAKE: Good morning, Mr. Chairman. 
THE CHAIRMAN: I am glad to see you here. Don't 
;Staid unless you wish to do so. Most people don't. 
DR.BLAKE: Thank you. 
THE CHAIRMAN: Some of the lawyers do. 


DR. BLAKE: I have noticed. 


fo 


vs) 
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THE CHAIRMAN: Dr. Blake, we have your creden- 


tials, biographical sketch, and I see that you done 


| various economic studies. I don't see that you have been 


| into this area of the taxation of co-caperatives before. 


Would you have had previous experience in the 
taxation of co-operatives? 


DR. BLAKE: Not in particular, Mr, Chairman. 


| X think you will notice from this so-called sketch that 


'my interests have, nowever, been rather broad and a 


number of them have been closely associated with taxation 


| problems. 


The answer to your question, though, is no. 


I became interested in this partly, I think, through 


| accident, I think I should tel you how it was. 


I was assisting the Chamber of Commerce of 
Winnipeg in a brief which they were puttiag up. This 
is the background of the matter, and it came to my atten- 
tion tnere with some striking force - we were dealing 
ith probdiems of equity there, as well as I am attempting 


cto do so nere - and this led to this perusal of tax 


| equity. 


THE CHAIRMAN: Thank yu very much. I did not 


mean to infer that I had any.doubts about your qualifica- 


| tions to discuss it. I merely wanted to bring out every 


pit cf experience which you have had in this. 

I might say we have all read this with consi- 
derable interest. You tie your submission to three 
aspects: revenue, economic effects, and equity. 

DR. BLAKE: I have no doubt there are others, 


os Chairman, I was choosing what I considered are very 
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THE CHAIRMAN: Yes; it went through my mind 

| that there are a number of others. I think I agree those 
| are very significant. 

| COMMIS STONER WALLS: Dr. Blake, there is a 
Sanat tee on page 2, before you get into the co-operative 
| question. You say that taxes on corporate income are 

B ccaceeeeent: tomas] drags on efficiency, and about a page 

| rurther you give us an alternative; that is, you favour 
increased use of personal income tax and consumption tax. 
Now, if you favour progressive taxes for corpora 
| tions, as you state, do you likewise not favour the use 

| of progressive personal income tax? | 

DR. BLAKE: it. Wallis, I don't think that I 

| aig say further on that I favoured progressive income 
Dee: I did say that it is not difficult to envision a 
ices revenue from the personal income tax but I should 
| think they would be buoyant from a proportional tax as 

94 well as cenepanndwe: I am not asking for progression 

Bi in the income tax. 

‘COMMISSIONER WALLS: You are opposed, though, 

| to progression in corporation taxes; am I not right in 

| that? 

| DR. BLAKE: Yes, in both, to be perfectly frank. 
COMMISSIONER WALLS: That is my answer. 

THE CHAIRMAN: Both being corporation and 

| personal taxes? 

DR. BLAKE: Yes. I must admit this brief is 

1 not concerned much with personal income tax, 


COMMISSIONER WALLS: It was to get the benefit 
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of your advice that I asked the question, 

DR. BLAKE: Perhaps I might say a word more 
about that while we are on that subject. It is referred 
to on vage 2, isn't it? 

THE CHAIRMAN: It is, as it affects corporations 

DR. BLAKE: And down at the bottom I said I 
wasn't impresced with the logic of progressive taxes 
in a free enterprise economy. That included personal 
income tax as well, my view being that it is a distortion 
of an ability to pay. 

THE CHAIRMAN: That could lead us into a very 
long discussion and I am purposely not questioning you on 
that. 

DR.BLAKE: Yes, indeed. 

COMMISSIONER WALLS: I have another question, 
jumping ahead to page 8, that I was not quite clear on 
and perhaps you could elaborate. In paragraph 21 you 
state that: 

',.. consequently eo-operatives invariably 

sell above cost and buy below cost," 

Would you explain what you mean by ‘buy below 
cost"? 

DR. BLAKE: Just making a distinction between 
a co-operative lkiohs 42 a selling co-operative, merchan- 
dising co-operative, amd a co-operative which markets the 
products of other people. 

COMMISSIONER WALLS: And do they buy below cost? 

DR. BLAKE: I should think so, depending on 
how we determine the cost is arrived at. 


THE CHAIRMAN: I was going to say whose cost; 
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I would have thought the purchases would be at cost to 
them. 


DR. BLAKE: At cost to them would give them no 


margin for operating, would it? I am suggesting in prac- 

tice they work on a margin of both aspects of their opera- 

tion. | 
COMMISSIONER WALLS: Let's take the example 


that you use in here with respect to wheat. 
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9 whether it is a co-operative or a private elevator they 


3| pay the price set by the ‘heat Board 


4 | DR. BLAKE: Yes it is. I think we have to find 
5 where the price set by the Wheat Board comes from, but 


6| that is probably a long story. 


va COMMISSIONER WALLS: That is outside cur terms 
g7-0f reference. 
9| DR. BLAKE: I believe, however, that in doing 


I/PB/dpw 4} Is it not a fact that the Wheat Board sets prices; 
| 


10| shis they, in fact, ensured some mark-up for the work 


11| “hey co, and I vould say, in fact, they would ensure some 


8 Resale 

re THE CHATRMAN: Have you got down to paragraph 9? 

14 COIMIISSIONER WALLS: I got beyond paragraph 9. 

15 THE CHAIRMAN: Can we go back to paragraph 9? 
and 


16} Zn naracraph 9 you deal with income /: profit and make 
17|| the statement that a tax on profits is not really such 


1gat all. I have a little difficulty in following you 


19] completely. I can understand thatprofits very often 
include an element of interest; return on capital, which 
is not a profit, profit being the return in r®lation to 


the risk, I would say, to which the capital may be subject. 


You say: 

“That most corporation income is not profit 
at all. It is a return to labour, to 
capital, to entrepreneurial ability." 


I would have thought that pure profit was a 


resources; am I right? 


DR. BLAKE: ‘Jith due deference, Mr. Chairman, 


27 | 


29 
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to accountants <--- 
THE CHAIRMAN: You don't need to offer any 
deference whatsoever. I am extremely numble in this 


regard. 


ra 


DR. BLAKE: I was attempting to say here that 


the economist does look at profit in a somewhat different 


way from the accountant, and, in fact, somewhat different 
from most people. JEmay be the economist goes too far on 


thist I have no question as far as income tax is concerne 


-and certainly that is after the normal cost of operation 


and production are taken out. At the same time I think 
that the economists' profits wili still be less than the 
accountants' profits, mot only over where you have to 
consider offset losses, but I think almost by definition 
because I think that you have to allow in what we mignt 
cali cost itself for sufficient return to keep the entre- 
preneur or management interested in the operation in tne 
entreoreneurial stage, which 18 not accounted for and 
certainly never returns om risk capital to prevent it from 


going away somewhere: elise. Those are the two principal 


than profite, 

To that extent the economists' profit will be 
less than the profit arrived at by the accountant. I do 
Say taxes do hit these profits but they oniy hit them 

in addition to striking some other form of income which, 
I suspect, wouldn't be pure profit in the ordinary sense. 

THE CHAIRMAN: I am afraid we have to remain 

apart a little bit. However, I think I could, perhaps, 


| 
} 
| 
| 
| 
elements whieh I think should be considered costs rather 
| 
| 
with a bit of effort follovthe economic concept. 
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DR. BLAKE: It is a long-standing argument 

2\| between the two of us. 

3| THE CHAIRMAN: Now, I would think, despite what 
4) you say here in 12, which is on the bottom of page 5, 

5 that there is a difference in the nature of co-operative 


6| income as opposed to corporate income. Corporate income 


7| results from transactions between people who. have nothing 


gi todo, generally, with the ownership of the business, 


9| investment of capital, or what is commonly referred to as 
10| at arm's length, whereas co-operative income 

is based upon transactions generally with the 
owners and as such I would think that. those transactio 
would miss the market test. Therefore, I may have missed 


the point of your remarks up to there. If I have would 


| you please put me on the track? 

DR. BLAKE: I think I should say this, Mr. 
Chairman: this point is the crux of my whole brief. When 
you say you may disagree that the nature of co-opere*ive 
income is so different from the nature of corporate income 
I wonder if we have the same idea of the word "nature." 
I have said both incomes come from the same economic 
process. I have said that any market which generates 
these incomes, both the co-operative form of corporation 
and the privately-owned, if we can use that term, form 
of corporation - both exert what I have called their 
economic power, I think, in an economy which is “ mixture 
of these two forms of corporation, prices which emerge 
must certainly be the prices which result from the nature 
again of all these forms of business enterprises because 


they are all forms of business enterprises. 
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I can hardly see how it is possible to say one 

is of a different nature, in the sense I use the term, than 
the other, simply because one is, as you say, arm's 

length, and the other is not. I would be pretty convinced | 


from what I know of the way in which co-operatives do 


length because of their multifarious activities. 


THE CHATRMAN: Therefore, Dr. Blake, we need 


| 
work that their operations might just as well be at arm's | 
have no regard to the possibilities of what is commonly 


i irgeng to as pricing out - I believe that is the term - 
pees is a prospect of co-operatives reducing their prices 


if taxed so as to not show profit. - 


DR, BLAKE: I think the taxing authority would 


be well-advised to give it due regard, but I rather 


{ 
| 
15| question whether anyone else needs to. That is a sentectins 


16 | legitimate process for co-operatives if they wish to adopt 
w7.iv. That is not the kind of competition that I am depioring. 


“at is price competition. That's all right. 


| THE CHAIRMAN: Does it not disregard the measure 


30| ment upon which taxes would be levied? 
21 | ‘DR. BLAKE: I think it definitely would. I 


| think, then, the Government might have to look very 


a erouny at revising its whole coneept of corporation 


24); income, and income in general, for that matter. Income, 


i) 


3 | 


it 


1t seems to me, is a legai definition by the taxing 
| 
26 || authority. Perhaps I might be wrong; perhaps they don's 


2?7\|| define it, but they have some idea:of what it is. 


must have regard to pricing out if co-operatives were 


THE CHAIRMAN: If, as you say, the tax authoriti 
taxed on their income fully as recommended, they would 
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have to be policed very closely to see they didn't 
reduce their prices so as to disturbd the measurement of 
income; isn't that correct? 

DR. BLAKE: I think that is really a problem 
for the taxing authority. 

THE CHAIRMAN: An immense problem. 

DR. BLAKE: If you take my prime recommendation 
to wipe out corporation taxes completely it would over- 
come it. I don't think that would be accepted. I don’t 
think the Government would be much worse off than it is 
at the present time, certainly. 

COMMISSIONER PERRY: I have found it a little 
difficult to see the reasons on which you rest your main 
case. You seem to have at least two here, Dr. Blake: 
one is spelled out clearly in paragraph S$ on page 8 - 


that is that the economic nature of the qperations is 


| the same no matter what the form ¢fthe entity, and the other 


appears later on, as I read it, in paragraph 23 on page 


oY) 


DR. BLAKE: Paragraph 23. 

COMMISSIONER PERRY :The numbera happen to be the 
same, in any case. You appear to argue that the validity 
of the patronage dividend type of distribution is under- 
mined by the complexity of the operations of, one would 
assume, larze co-operatives, which I think is a quite 
different argument altogether than the first na Do you 
rest your case on both of these, and, if so, do you give 
priority to one or the other? | 

One would point out 1f 1t is the second one 


then all you are arguing is that size is a factor, 


~ oq 
> = 
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DR. BLAKE: No, I am not arguing, Mr. Perry, 


i 
Bree the two of them, and Ionot saying at the moment | 
} 
they are different, I would say the nature of income is 
| 


. 
the factor. It simpiy happens that since we are concerned | 
| wetth problems of modern tax systems, that if it hacpened 
| at what might have been a pure patronage dividend based 
a. an agency basis, that is to say a co-operative merely | 
| as an agent of their members --- | 
10 COMMISSIONER PERRY: May I interrupt you. to ask | 
11) whether you do concede it is possible that at ee a 
12 an ageneyfelationship? 
13| DR. BLAKE: Yes, in which case this wouldim' % the 
14! an Income-~producing co-operative and I would have: nothing i 


15| to say about the nature of its income. I am not speaking 


| of the agency type of co-operative. I am, however, ald 


| - I do say somewhere that co-operatives have, for the 


greater part, lost their agency status if, in fact, they 


Paragraph 23 simply points to this fact again. 


H 

H 

{ 

| 

a. one. 
| When they become Large and complicated and get into ail 
| 


22| kinds of operations such as insurance, brokerage, news- 


23| paper publishing, oil exploration, and so on, it becomes 


24| increasingly difficuit, of course, to say that payments 


25 | to members are based on any concept of patronage. That 


is ail that paragraph is intended to put over. While this 
is not part of my argument, because I am attempting to 
argue in terms of principle, I think there is no question 
that the increase in tax levels, including those of the 


corporate level, of course, has brought to light in a very 
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: striking way, to my mind, the discrimination which does 


2| exist because of what I call preferential treatment of 

| co-operative income in the sense that the discrimination 

| might have been hidden earlier where levels were very 

low, but now they come out in strong force. 

: COMMISSIONER PERRY: Might I just ask Dr. Blake 

gone you feel it would be diffiéult or impossible to 
8) maintain the agency relationship in direct relationship 
9 to the size of the organization? Suppose you had a large 
10) operation in which great care had been taken in law and 
in practice to attain the agency relationship: would you 
12|| argue that the rebate paid there wasn't a patronage divi- 


13| dend? My difficulty is whether size is a factor here. 


CS See « Seno 2 He & 


14 DR. BLAKE: I think size is a factor only to the 


15 extent it increases the inequity, but in terms of principle, 


| be possible through law and practice to maintain an 


16| I would sa itwasn't necessarily a factor. You say would it 
agency relationship: I would say it might be through law; 
| it wouldn't be through practice. 


COMMISSIONER PERRY: You are persuaded it would 


| be impossible in practice in a very large organization to 
m2) nasntatn the agency. relationship. 
| pe aloes OH ny opod: 
COMMISSIONER WALLS: In the same page you are -- 
THE CHAIRMAN: What page is that? 


DR. BLAKE: — Paragraph 23. 


DR. BLAKE: On page 9. It is in the middle. 
COMMISSIONER WALLS: You are right. I was 


looking at the number in the corner, page 9. 


| 
i 
COMMISSIONER WALLS: It is on page 23. 


roy 
sl 


|with the fact of certain co-operatives retaining patro~- 


Has legai entities, if we are going to conceive of group 


| tion is an agent of the shareholders, or trustee of the 
shareholders, as it is to say that a co-operative is an 


| agent of its members. 


ANGUS, STONEMOUSE & CO. LTR. Se 
TORONTO. ONTAMe 2685 


COMMISSIONER WALLS: Page 9 you are dealing 


nage dividend at no interest at all. Now, am TI not 
right that that would be subject to a motion at their 
annual meeting @s to whether that amount would be 
retained, and, if so, have they not a right tc decide 
whether they shall loan money to themselves at 10% or 
5% or no interest at all? 

DR, BLAKE: I think we probably all agree that 
the co-operative, like the corporation, has suffered 
considerably from what we call the deficiencies between 
ownership and control. I think that a general resolution 
binding on members, while it may be democratic, as 
explained to me by both co-operative managers and 
corporaticn managers, it is binding the members to a 
precedure which is conceivably a procedure they might 
not have chosen for themselves. 

This may be considered undemocratic but I think 
it is the way things work. I do not think the member of 
a co-operative probably has any more to say, an individual 
acne despite the fact it is @ cne-member, one-vote, 
than the ordinary stocknclcer in a business or corporation 


I tink we must conceive of these co-operatives 


corporations as legal entities, 


I think it is as logical to say that a corpora- 


COMMISSIONER GRANT: Dr. Blake, I would like to 


eeepc ot rahe er a ON RP RAPA TE A AS SRS A AR RI MN eather eA EN te ne on ee is 


° 


ee nent tenses 


cre prrecrmemnnee S Path A RR RE mana i er rere enna er fre anh eee = 
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Giscuss with you a bit aelyour preface here, the principle 
of equity. You lay most emphasis in your brief on that 
orinciple of equity, Rice you regard as the inequity of rr 
the present method of taxation as between the corporation 
and the co-operative enterprise. 

Equity is a term which, in my understanding, 
is an outgrowth of the law. It isa legal term. Equity 


has been defined legally as coming not to supplant the 


lax, but to more adequately fulfil it. 


Now, if you were basing your argument on equi- 
table principles, you do not seem to offer any compromise 
in your treatment of the Joint stock company 


anc the co-operative. You want Sections 73 and 75 


| repealed and you want the same tax rates applied to the 


| co-operatives as are now applied to the corporations. 


Vieuld you consider that the co-operatives have 


@ piace for any preferential treatment because of the 


| manner in which they cane into existence? 


I am not referring now to the size to which they 


| have grown, but the fact that they came into existence 
| because industry, in many instances, was not fulfilling 
the obligation which society might have regarded as being 


| nart of its purview, either industry or government. 


Therefore, citizens found it necessary, for their welfare, 


| to organize themselves into groups. 


Now, I know in the conclusion of your brief 


that you havefvarned azainst becoming sentimental. I 


limow that you would certainly distinguish between senti- 


ment and sentimentality, but I would be interested in 


mmowing whether or not you, as a matter of ‘phiiosophy, 
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would consider that the 
tives had given them any right ¢ 


treatment, tax-wise. 


DR. BLAKE: I should 


« 3 +s v 
hav been impressedé with the earlier history of much of the 
co-operative movement, and I am not being sentimental 
about that. I do say this: thet if there were a case for : 
preferential treatment, fhen I think a govermment which 
accepted tnis as a policy would be wise to make an overt | 
| 
subsidy, instead of attempting to subsidize through a | 
metnod which I have very little respect for: that is : 
preferential taxation. | 
I think if it were a question of #eulty, and I | 
agree that it is.a very elusive term, this equity,. I odie 
| 
think it is really wnat Adam Smith meant by justice in | 
taxation... L,think it is in, addition.to justice in, taxa- | 
tion,. bat it,seems to me that this kind of thing could 
be done as a matter of policy and not by the creation =f | 
what. seems to me to be tax discrimination.» =I feel this 
way about all tax abatements. | 
“THE CHAIRMAN: I think we nave no more ea) 
fr. Blake. I am ieft ~ perhaps because I am an accountant 
but I am ieft with some cifficubty as tc now one proreéds : 
to@guitably collect. taxes, if ne decided it was a zood | 
thing to do. So iong as there’is a‘pricing-cut orinciole, | 
I would: nave thought that it. places:tax administration in a 
pretty unmanageable position. -* 


i 


Now, maybe 1t is not possible to measure income. 


= 


4 


don't know. 


If that is so, perhaps there ciught to be 


another form of tax, but I rather think you think it is 


26 


Vf 
28 


29 
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possible to measure income or profits in the manner of an 
accountant doing so, and in somewhat the same manner as 
is measured for other businesses, and, therefore, it is 
possible to collect taxes, but you do say, at the same 


time, that pricing out is a possibility or probability. 


| I think you went that far. 


DR. BLAKE: I did not mention pricing out in my 
briefs 


THE CHAIRMAN: I did, and I thought you agreed 


with me. 


DR. BLAKE: Yes, I think it is a possibility. 
At the same time I rather question whether co-operatives 
would willingly do this beyond certain points. They have 
not done it so far and it would certainyincrease their 
difficulty in acquiring capi*al for expansion. It seems 


to me that they are prepared to do this more than go to 


| the market for money on equal terms with other copprate 


organizations; I think equity might be served there. 

THE CHAIRMAN: Perhaps.so, Thank you. Well, 
we are very grateful indeed for you coming today and 
helping us with this. We are going to hear lots more on 
this subject, I haven't any doubt. This has been very 
helpful to us. Thank you. 

DR. BIAKE: Thank you for listening to me, Mr. 
Chairman. I appreciate it. 

THE CHAIRMAN: Have you got something, Mr. 
Secretary. 


THE SECRETARY: I have another submission here 


| from the Board of School Trustees of School District No. 


ae 3S in Vaneouver, which I would like to enter into the 
i 


0 eve enton os rere women 


6 seenw en entnle mn anermienes. 
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J5 1| record as Exhibit 147. 


2| 
3) --- EXHIBIT NO. 147: Submission of the Board of School 
| Trustees of School District No. 3S 
| (Vaneouver ) 
i 
5 
i 
6) THE SECRETARY: Also a brief which has been 


7| delivered here at about 11 o'clock this morning from the 


g| Industrial Development Commission of Greater Vancouver 
| 
9| which I would like to enter into the record as Exhibit 
10) No. 148. 
| 
il) 


7 EXHIBIT NO. 148: Submission of the Industrial 
Development Commission of Greater 


13) Vancouver. 

14 

5) THE SECRETARY: That is all for this morning, 
1s | Me. Chairman, We convene in Edmonton at 9.30 on Monday 


17 || morning. 


| 
8 THE CHAIRMAN: The Reyal Commission stands over 


19] until 9.30 Monday morning in Edmonton. 
20 | 


21 


--- Adjournment 

| 
22 | 
od 
24) 
25) 
26 | 

i 
2 
28 
29 
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The five principal basic recommendat— 
ions of The Edmonton Chamber of 
Commereee 
Iee Thet before any decisions concerning our 
basic tax structure are made,:a detailed 
study of who bears the burden of corporate 
and personal income taxes and of excise 
and sales taxes should be made, and then 
@ policy should be established as to who 2653 -2655 
should bear the burden. 2660 = 2663 


2ee If it is decided that besic changes in 
our tax structure are required, that they 
should be preceded by a programme to 
inform and educate the public at large as 
to the reasons for, snd the results to be 2655, 2656 
obtained from such changese 2663, 2664 


8.- The basic principles of the tax policy 
should be established and made public, 
and that the taxing statutes should be as 2656, 2659, 
simple, precise and equitable as possible. 2660 


4e- That a planning group of senior personnel 
7 of the Department of Finance should be | 
| charged with continous study of our tax 
| structure and of planning improvements 2656. 2659 
3 2 


in it. 2660 
19 5. That taxpayers should be made aware of 
the amount of income, excise and gales ib 
20 taxes that they pay. sain, ae 
1 The above are of a very general nature and 
relate to the formulating of tax policy 
2 and several general comments concerning 
the inistration of i 
23 A reference to recommendation No. IT-a 
point raised relative to need for a-study 
24 .of who bears the burden of certain taxes, 
whereas the opening statement mentioned 
25 " All Taxes" The point that Property 2658. 2659 
Taxes be included within the scope of - 
26 basic taxation. 
27 A question, what do you have in mind as 
to basic principles of taxation ? would 
28 a basic principle be, that, the tax system 
should or should not be netural as betseen 
29 || taxpayers. The replies to the question, 
some elucidation of the point. 2639, 2660 
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A reference to incentives in relation 
to the basic principles. 


A question, who would de the deciding 
of who should bear tazes ? The replies 
to the point raised. 


A question relative to making i 
proposed tax changes, some of the 
problems encountsred, the suggested 
ways and meams of coping with. 


A reference to the elimination of the 
exemption of sales tax from building 
materials. The reaction amd effect of. 


SPECIFIC MATTERS DEALING WITH THE 


aa Gains in respect to short term 
profits, ‘suggestion for special 
provision be introduced for taxing of 
in order that they may attract tax at 
a more reasonable rate. A general debate 
om the point raised, a reference to the 
averaging process pertaining thereto. 


a the posers i of an amendment to 
Section ISS (I)(e) of the Income Tax 
Act; part ViI- Interpretation =< 
Definitionse ‘ 


A reference to the 4% rete in the 
United States as being the proportion 
of Capital Gains tax to Income Tax, 

some points reised relative thsrete, and 
the question of application of a Capital 
Gains Tax along the lines of ths United 
States or a modified one such as now 
exists in the United Kingdom. 


Departmental BEL RE SOS a ines d 
discussion of the practibility of, the 
problems involwed in the application of 
for tax purposes, the uncertainity of. 
The comments and reactions to the peints 
raiseds, 


Tax Incentives. A reference to Lowering 
Corporate incoms tax rates. The reaction 
and viewpoints expressed in respect 
thereto. 
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A discussion of the 4 asus raised the 
significance of, and the problems 

10 involved to rationalize tax rates. 

Some exemplifications of in support 


il of, the viewpoints expressed, the 
comparative maximum rates of some 

12 European Countries. 

13 Corporate Surplus. 


A reference to a clear policy required 


practices. 


14 in respect thereto. Presently it is ae 
rather difficult problem under the dual- 
15 rate principle. Some problems expounded. 
and consideration being given towards a 
16 solution of. 
A reference to packers items of expense 
18 incurred in business undertakings not 
a specifically covered under the general 
i provisions of the Act or defined . An e 
exemplification of. mesiates the, 
_ Co-operatives 
21 The question as to whether the incentives 
they enjoy are justified, the reasoning 
22 behind the point raised. . 2679, 2680 
23 Personal Corporations 
The suggested possible purpose of, the 
24 advantages anc disadvantages tax-wise. 
A review of the points raised, and the 
25 sey 8 to the specific points sete 2680 - 2682 
26 
| Associated Companies 
27 A reference to the practicibility of 
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| reasoning presented and viewpoints 
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| 
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The desirability to provide incentives 
by way of depletion allowance, ( if it 
is desirable). 


A reference to Oil and Gas rights the 
treatment of for tax purposes. 


a reference to spscial privileges enjoyed 
between affiliated Companies under 
Sections 83{A) and I7(I) of The Income 
Tax Act; A few exemplifications of 
and the reagoning. 


A reference to whet incentives should 
bs given in relation to Sale of Oil 
or Gas Rights by an Oil Company taxed 
as Income, the depletion factor, and 
exploratory costs and points relative 


2688 = 269I 
of Estate valuation for tex purposes, 
€he effect of, and the arguments in 
support of the pointe presented. The 


reactions to the points raised. “sae ii — 
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The problems concerning exemptions from, 
a reference to, to much emphasis is being 
placed on the name of the article rather 
than the end use, also, unisss it is 
specificaly listed in the regulations 
the local authorities must rule the 
waterial tezable until final rulings 
ere obtained. The burden imposed on 
business in accounting for the tex. 
Ths general complaints concerning the 
Sales Tax and procedures in respect 


= as oa em 
therate. 2693 ~- 2699 


& reference to a Turnover Tax, and the 
reflection of during the years [920 + 
1923. The viewpoints expressed in 
reapect to the suggestion of. 2696 ~ 2698 
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to taxation of Capital Gaina the besis of 
and the reasoning for imposition of. The 
question of the estimated possible revenue 
from & tax of this kind.? The reactions 


+o the suggestion. senshi 
a reference to and presUntation of a 

statement from the participant relative 

to ( to quote} the preparation by the 

Provincial Government of Alberta of a 

scluticn to our accounting dilemma that 

might be a solution for all of Canada. 

The statement that the submission. 

advocating a Capitel Geins tex is prompted 

by 25 years of battling with Income Tax 

regulations and the Income Tax Department. 

The prime reasons expounded, and a few 

suggested requirements nseded to assist 2703 - 2706 
in perfection of tax reforms. 
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--- On commencing at 9.30.a.m. 


THE CHAIRMAN: Mr. Secretary, I think it is 


close enough to 9.30. We might as well start. 


THE SECRETARY: I am 9.30 right on the dot, Mr. 


Good morning, Commissioners. I think it is 


probably fit that the first brief in the City of Edmonton | 
is being preserieiby the Edmonton Chamber of Commerce. 
Thig morning we have with us Mr. G.E, Pearson, who is 
Vice-Chairman of the Taxation Committee of the Chamber, 


and with him, Mr. H.A, Stewart, a member of the Taxation 


These gentlemen are here to speak to the brief 


which I now enter into the record as Exhibit 149. 


--- EXHIBIT NO, 149: Submission of the Edmonton Chamber . 


of Commerce, 


SUBLIISSION OF THE EDMONTON CHAMBER OF COMMERCE 


Apoearances? iP. G,E, Pearson 
me, S.A. Stewart 


THE CHAIRMAN: Thank you, Mr. Secretary. Good 


morning, Mr. Pearson, i. Stewart, 


MR. PEARSON: G90d Mérning, sir. 
MR, STEWART: Good Morning, sir. 


THE CHAIRMAN: We are glad to see you, indeed, 


here today. We have read your submission with considerabl 


We will have questions to put to you. 


I might say before starting that we are 


in this city some three or four times in the last few week 


so we have not been overlooking this part of the world. 


I seem to have found myself 
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A2 | We have heard a bit about taxes from some of your neigh- 


9| bours already. 


Before putting questions to you, IM. Pearson, 


4) Mr. Stewart, are there any things that you would like to 


| 


5| say to us in amplification of your submission, or by way 


6| Of summary or anything else? 


MR. PEARSON: Mr. Chairman, Mrs. Milne and 


gentlemen, I have some introductory remarks that I 


gj would like to make before we talk about those specific 


11} 


| discussing the first five points that we recommend. 


i points in our brief. After that, I think most of the 


iwe set about preparing the brief, the members of the 


points are covered in the brief although I had considered 


THE CHAIRMAN: Proceed as you would like to. 


F MR. PEARSON: I would like to start by saying 


complex area of taxation in Canada. We realize that when 


Commission have already listened to and read a great many 
briefs. 
THE CHATRMAN: Are you more comfartable sitting? 


MR. PEARSON: i think I prefer to stand, sir. 


THE CHAIRMAN: As you please. 


MR, PEARSON: But we hope that our submission 


3 


ay be of some value in your search for the right path out 


> 


of the jungle of taxation. in which we as Canadians now 


2g) find ourselves. I would like to point out that the 


29 written brief of the Edmonton Chamber of Commerce was 


prepared prior to the presentation of the budget on 


TORONTO, ONTARIO 
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A3 1] June 13, 1963, by Finance Minister Walter Gordon and that, 
2) therefore, some of the comments or recommendations 
3|| contained therein may already have been dealt with by 


4) the government. 


6| that the Edmonton Chamber of Commerce would submit a brief 


7|| to the Royal Commission on Taxation, that it was very 

8|| probable that anything that we would say in our brief 

9|| would already have been covered or mentioned by other 

10 interested parties. However, it was felt that the things 
11 that the Edmonton Chamber of Commerce had to say were 

12] worth repeating, and that the more often these points 

13 were presented to the Commission the more the Commission 
14] would be aware of the interest of the citizens of Canada 
15|| and especially the interest of the residents of the Edmon- 
16), ton area, and therefore the more weight these specific 

17|| points would carry. It was also realized that, ina sub- 
18}, mission of this sort, where the persons preparing the 
brief were giving of their own time, which is of necessity 


5 It was realized, when the decision was made 
limited, it is not possible to put the tremendous amount o 


and varied problem areas of taxation in Canada. It was 
decided, therefore, that the brief should concentrate on 
the presentation of some of those general areas of taxatio 
in Canada which the Edmonton Chamber of Commmres feels 
should be reviewed and studied by the Commission and its 
staff. It was also decided that as far as possible the 
brief would be of a general nature and cover problems whic 


are common to the businessmen of this area. In other 


research and study into the subject that would be necessar 
to produce specific recommendations concerning the large 
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| words, it was not intended that the brief would be a 


| technical brief prepared by tax experts but rather that 


it would speak for the businessman of this area. The 
brief should also speak for al11 members of the Edmonton 


Chamber of Commerce, if possible, and not the members in 


complaint. 
RECOMMENDATIONS 

The first five recommendations contained in our 
brief are of a very general nature and relate to the formu 
lating of tax policy and several general comments concer= 
ning the administration of it. 


| 
any specific industry or members with any specific 


Our first recommendation arises out of our 


concern that the many and various taxes which are levied 


| 
| 
on citizens of Canada are not the result of a carefully | 
planned and thought out policy, but rather are the result | 
of a tax structure which has grown like Topsy, and this | 
growth nas followed the easiest way to raise monies mah 
than the best ways in a great many circumstences,. | | 
Our first recommendation is "That before any 
decisions concerning our basic tax structure are made, a 
detailed study of who bears the burden of corporate and 
personal income taxes and of excise and sales taxes 
Should be made, and then a policy should be estdiished as 


to who should bear the burden." The Edmonton Chamber of 


| be raised by the various levels of government in Canada 


to meet the cost of government and the cost of the many 
expanding services which we, as voters, have insisted the 


government provide us with. The purpose of this brief 


| 
| 
i 
1 
; Commerce realizes that ever-increasing sums of money must 
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A543] is not to discuss the level of government spending which 


g\ we sincerely hope will be kept at a minimum, but we 


: 
5 realize that the-major portion of the necessary dollars 
4| must be raised through taxation of various sorts. It is 
5] also well understood by the Edmonton Chamber of Commerce 

| that all taxes which are levied are ultimately paid by 

7 individuals and not, as some people believe, by companies. 
gi We therefore think that it is very important to try to 
g| determine on whom the ultimate burden of taxation falls. 
10 In this regard, these are some of our thoughts, 
11| without going into great detail: when corporation taxes 
12| are levied, does the corporation pass this tax burden on 
to its customers in the form of either increased prices 
or by not passing economies which have been made on to its 
customers? Does the corporation pass on this tax to its 
employees by not increasing their salaries or plamilly or 
does the corporation pass on this tax to its shareholders 
through reduced dividends? What happens to these taxes? 
Are sales taxes which are levied against a retailer 


absorbed by that retailer as a reduction in his profit or 


are they passed on to his customers in increased prices? 
Does an inerease in personal income tax mean that an emplo 
has to pay his employees more in order that their take-ho 
pay remains the same, and if this 43 the ease, does the 
corporation then pass on this extra cost to its customers? |. 
These are only a few of the many problems involved in 
determining who ultimately bears the burden of taxation in 
Canada and it may very well be that it will be next to 
impossible to accurately determine the flow of tax. 


However, the Edmonton Chamber of Commerce feels that befo 
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any tax policy can be decided upon, its effect on the - 


citizens of Canada must be determined. 
The second general recommendation of the 


Edmonton Chamber of Commerce is that "If it is decided 


that basic changes in our tax structure are required, 
that_they should be preceded by a programme to inform 


/ and educate the public at large as to the reasons for, 


and the results to be obtained from such changes." In 
any democracy it is necessary to satisfy the majority of 


the voting population that a substantial change in an 
important matter like taxation is necessary for the good 
of the country. In the past, the tax policy has unfor- 
tunately been used in some instamces for political 
reagons. As an example, any suggestions that corporate 
income tax be reduced; that companies! dividends he 


exempt from further tax in the snareholders’ nands, or 


| that the extremely high top rates of personal income tar 


be reduced have not been popular with the mass of the 
voters. These eae er ee arise from our fear tat 
taxation has been quite often in the past, or if it has 
not been, it would be very unusual, because of Shiite pc. 
to @ great extent. We thik that the citizens of Canada 
are suffictlentiy mature and intelligent to accept a 
major change, if it is explained to them the reasons 
behind the change; if it 1s adequately set out for them. 


In this way, &@ change would perhaps be unaccep- 
PP S > = 


| table politically but may become acceptable. A good 


example of this was the recent uproar concerning the 
elimination of the exemption from sales tax for butiding 


products and matertals. It is very probable that if there 
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were any large-scale changes made in our tax policy and 
tax law that there would be a similar uproar. 


The third general recommendation of the Edmonton 


Chamber of Commerce is that ‘The basic principles of the 


5| tax policy should be established and made public, and that 


6 


z 
® 
9 

10) 

11 

12) 

13 


14 


the taxing statutes should be as simple, precise and 
equitable as possible. We realize that this recommenda- 


| 
| 


tion might be a bit idealistic since it is often incon- 


sruous in law to attempt to combine precision and simpli- 
| eity. However, I think most of us who work with income 


Ee> generally know there are sectiors of the Income Tax 


Act at the present time which almost defy translation and 


| there are other areas where apparent loopholes have 


existed for some time without being closed, and the tax 


payer is a@ten uncertain as;to whether or not he is 
violating the intention of the Act by taking advantage of 
these loopholes. 

The fourth general recommendation concerns the 


administration of taxation at the federal level and it is 


That a planning group of senior personnel of the Depart- 
ment of Finance should be charged with continuous study 
of our tax structure and of planning improvements in it.” 


We feel in Cttawa at the present time there is 
no group specifically charged and given tHe"fine to earry 
out the duty of keeping a continual watch on the Act, 
planning ahead and ensuring that the problems that have 
arisen in the past don't arise in the future. 

While the Edmonton Chamber of Commerce does not 
like to suggest that an increase be made in the Civil 


Service, we do feel that this job is too important to be 
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AS ,| left to people who are already extremely busy with the 
2| day-by-day administration of the Income Tax Act. We feel 
3 that a plamning group of this sort would ultimately result 
4) in a decrease in staff requirements of some of the lower 
5] 2evels of the department if their planning is effective, 
6| Since the administration of the Act should become easier. 
7| We are not sient aspersions on the abilities of the - 


8 present senior officials of the Department, because they 


are, from what we understand, very diligent and able 
10 people. However, we feel that this change would help a 
il great deal. 


12 The fifth and last general recommendation is 


13 "That taxpayers should be made aware of the amount of . 


14 tmeome, excise and sales taxes that they pay. Once again 
15 this recommendation may appear to be idealistic and diffi- 
16| cult to carry out; however, the Edmonton Chamber of 

17; Commerce is concerned that the citizens of Canada are not 
1g|| aware of the out-of-pocket cost to them of supporting the 
19 governments and the welfare services which the voters 

29|| demand today. We feel that the majority of wage earners 

91) im Canada do not realize the amount of tax which is 

22 aidnetin’ Prom their salary of wages, but are only Sone TY 
23 about whether or not they ars entitled to an income tax 

24 refund at the end ot the year. Corporate shareholders do 
a5, not usually pay much attention to the amount of tax that 
96 their company is paying, whether or nt it is passed on to 
27 them or to the customers of the company. Nobody realizes 
28) the amounts of sales tax and excise tax which they pay or 
29) the goods which they purchase. We feel a better knowledge 


and awareness of what it is costing them personally as 
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AQ 1; taxpayers to run our government and to provide the many 


2\| services which are demanded today, may make the Canadian 


3| people consider more carefully the advisability.of an 
ever-expanding government and ever-increasing welfare 
services. While we realize that it may be impossible to 


| make Canadian taxpayers aware of the exact amounts of 


taxes of all sorts which they are paying, we do feel that 
a great deal more could and should be done in this regard. 
This covers the five general recommendations 
made by the Edmonton Chamber of Commerce concerning 
certain aspects of tax policy and administration. The 
remainder of our recommendations are fairly specific. 
I don't. mow whether you would like me to discuss them 


or whether you would prefer to perhaps ask any questions, 


—s 
(=) 6 oo Se ee 


THE CHAIRMAN: I think we will ask one or two 
questions on the general statements that you nets made, 
and then proceed to the more specific application. 

In your recommendation No. 1 you speak of the 
need for a study as to who bears the burden of certain 
taxes, In your remarks you spoke about all taxes but in 
your opening statement you do not speak about all taxes. 
You speak about certain ones. 

I have regard to the admission of such things. 
as property taxes. Property taxes owadays do not only 
bear the cost of property, usually, but they also bear 
social costs, too, and I would have thought that cne must 
be concerned about the total taxes paid by the Canadian 
taxpayer, 

MR. PEARSON: Yes, I think you are right, Mr, 


Chairman. This was an unintentional omission. To me 
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In other words, if we want to establish who is 


i 
| 


paying the burden of taxation, this would have to encompas4 


all taxation for any government service. 

THE CHAIRMAN: What do you have in mind as to 
basic principles of taxation?Would a basic principle be 
that the tax system should or should not be neutral as 
between taxpayers? 

MR. PEARSON: Later in the brief, Mr. Chairman, 
we discuss incentives. 

THE CHAIRMAN: Or do you go to Adam Smith for 
basic principles? 

MR. PEARSON: We think that the basic problem 
of whether the taxation system should be used to give 
incentives, whether general incentives or specific incen- 
tives, is something that should be decided at the outset. 
There is certainly a number of arguments pro and con on 
this, and perhaps general incentives, and also specific 
incentives, may not tie all right. I don't think I an 
qualified to -<-- 

THE CHAIRMAN: What I was reaching for is ~ 
probably *. the same thought wuhave in mind at the 
moment; namely, our job must, I think, in the first 
instance, be to seek ~ neutrality. 

MR. PEARSON: Yes. 


THE CHAIRMAN: Seek to find a position where 


all taxpayers share the burden in a fair manner. 


MR. PEARSON: Yes. 
THE CHAIRMAN: And then having established that 


principle, dealing with any incentives, taking it off 


All 1; 
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one taxpayer and putting it on another - incentive is 


2\a shift. It doesn't come out of the air. It is a change 


3] between one taxpayer to the other taxpayer and I think, 


It 
S| 
{ 


‘ 


=) 


| if that is what you mean, I fully understand. 


MR. PEARSON: Yes. Basically we feel there are 
two steps to start with. One is to decide on the policy 
of who should bear taxes, and, as you say, make it a fair 
distribution of the burden. To do this you also have to 
decide who is presently bearing it, and what the effects 
of the various types of taxes are. 

COMMISSIONER PERRY: Who did you have in mind 
would de the deciding? We are a federal tax commission. 
The Federal Government is responsible perhaps for only 
two-thirds of the taxes that are collected. A Royal 
Commission of this kind can. propound certain principles. 


The Federal Government can propound certain principles — 


| but can one go much farther than that? 


MR. PEARSON: I would like to say that is a 
problem. It would be very difficult when you get into 
federal-provincial-municipal jurisdictions. The only way 
I can see it being carried out properly is through * 
co-operation between the ree levels of government. 


— 


This could be a very difficult thing, I would think.“ I 


_ 


Bet 


have no answer, 

COMMISSIONER PERRY: It always has been, 

VR. PEARSON: Yes. I have no answer. 

THE CHAIRMAN: We are, of course, interested in 
your Item No, 5, the tax payers should be made aware of 
the amount of income, excise and sales taxes that they 


Presumably if that were carried through, that would 
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end any idea of manufacturers' sales taxes, I would think. 


a 


It would be very hard to tell a consumer how much of 2 mant- 
facturer's sales tax was included in the goods. 

MR. PEARSON: Yes, it would beextremely difficult, 
sir. I am not sure that manufscturers' sales tax is the 
best type of tax either. There are arguments against 
informing the public as to how much taxes they are paying, 
too, but I think that the benefit outweighs the disadvan- 
tages. 

Some people think it would be very difficult to 
collect taxes from the lower levels, if they knew how 
much they are paying in sales taxes. 

THE CHAIRMAN: You don'!t agree with that? 

MR. PEARSON: I think it might be difficult. 

I think they still should lmow. 

THE CHAIRMAN: So long as it is corporation 
taxes, they would never know how much of that is included. 

MR. PEARSON: I think, as I mention, that our 
recommendation might be a bit idealistic, However, I 


think every attempt by us should be made to do it, if it 


| 
| 
can be done. 
"COMMISSIONER PERRY: Again, ina fa ga ar vein, 
I just wondered what you had in mind as the medium here. | 
There has beena study made in Canada which givea rough 


idea of the total tax burden on various levels of income. 


This study received a certain amount of press publicity 


| at the time it appeared. 


Do you have in mind that each person would be 


sent a statement at the end of the year giving an esti- 


mate of how much tax he had paid in the year or that, 


say, a can of tomatoes 
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had a mark on it showing the tax contained? There is a 


| very real practical problem. 


3 MR. PEARSON: I think in total there might be. 


4) 1 think there are steps that can be taken that would meet 


| at. Apart from sales taxes, I think that one of the big 


~y 


| tax they are paying, to a great extent. I am sure very 


few of them realize it, I think this can be cured 


Co 


reasonably easily. They have no specific ideas, Rather 


than, perhaps, having deductions at source, perhaps they 


| 

| 

| 

11) should get all their money in one hand and pay it back by 
cheque every month on the other hand. This makes collec 
tion much more difficult. 

COMMISSIONER PERRY: They do file neiteeeeia once 
a year. They should know at least then. 

!R, PEARSON: ‘They should kmow, but I don't 
trink they do. A lot of them perhaps do not file returns. 
well, they must file for tax purposes, of course, but 

— in my practice, the personal tax practice, we do 


have people of that sort, and for more intelligent 


neople, People that are earning reasonably large amounts 
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of money - they don't pay enough attention to how much 
money they pay during the year in tax. 

They look at the final figure and say, ‘How 
much do I owe?” or, “How much is coming back?" and a month 
later they have forgotten all aout it. | 

COMMISSIONER PERRY: This is maybe inevitable. 

I am not sure that I know how much money my wife spends 


for sroceries, for example. That is a pretty relevant 


4tem in our family budget. I could find out 1f I took 


25 | in the tax system proposed, that pernaps something would 


26 be difficult to have put through in the present situation. 


27 


28 


29 
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the effort. I can find out how much tax I pay if I made 


eater eet ret Oe eR 


the effort. 


MR. PEARSON: I think I agree there are probiems 
in it. You refer to manufacturers' sales taxes - I am 
just thinking this out - perhaps the answer would be a 
retail sales tax with the amount shown on the purchase, 
which certainly hits home when you purcfrese an article; 
quite often there is so much tax on too of what you 
thought you were going to pay. “The general principle, 

though, is, we are a little afraid of hidden taxation 
It is too easy to hide a tax because it makes it easier 
to collect. 

COMME SSIONER PERRY: I just have one other 
question on this suggestion for making public proposed 
tax changes. Now, it has always been considered that is 
what the Minister was doing when he was delivering his 
budget speech. You obviously have in mind something more 
than that. 

MR, PEARSON: Well, yes, perhaps I do. Here 
gain, I realize that there can be instances where this ~ 
could be difficult to do. We would think more specificall 
about drastic changes in policy that mignt be required as 
a result of the deliberations of your Commission, for 


instance, and the fact tnat if taere was a drastic change 
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If there was an adequate - what you might cali 


- ainiobeimiicis or public relations campaign before or during 


3| the thing it would become acceptable. This wouldn't 


4) necessarily have to te done before the budget became public 
if 


5| or anything of this sort. I am thinking of more general 


| ehanges. 
i THE CHAIRMAN: You referred, by way of illustra- 


| tion, to the elimination of the exemption with regard to 


g| building materials. 


MR, PEARSON: Yes. 


11/ THE CHAIRMAN: Surely if that had been the 


21 | 


22 


23 


24 


ps) 


| subject of public debate the uncertainty surrounding the 


biddins of contracts for quite a period of time would be 

a means of greatly affecting trade, and I suspect that 

the lobbying and extent of the public debate of such a 

sensitive point as that would be a menace, would it not? 
MR. PEARSON: My thinking on that, sir, was that 

perhaps a thing like this could be done in a little 

| different way. These are very general thoughts. I haven' 


thought of them too much, recently. Perhaps rather than 


|the public first hearing of them, hearing of them only 
i 
| from the budset address, perhaps at the same time there 


| could be released something to the press; something that 


would realiy give a good deal of background, reasons, 


thinking behind the change that might help to soften the 
blow, tne people have it explained a little more clearly. 
I don't think Ministers usually have time in the House. 
THE CHAIRMAN: A supporting white paper. 
liR. PEARSON: Something of that sort. I am sure 


with the support of the press and the radio and the 


THE 
MR. 
THE 
is the Income 
MR, 


THE 
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mind ? 
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various financial writers this could be presented at the 
same time. I don't know how you get around the lobbying, 


I don't know if you would ever get around that problem, 


CHAIRMAN: And that is a good thing. 
PEARSON: It might be. 

CHAIRMAN: Let us proceed, then. The next 
Tax Act, 

PEARSON: Yes, sir. 


CHAIRMAN: Do you wish to speak to this or 


shall we proceed to ask you questions? 


PEARSON: I think if you just proceed to a 


questions it would be fine. 


CHAIRMAN: The first point you raise 


concerns capital gains. You suggest ‘That special 


provisions for taxing short-term real estate profits be 


order that they may attract tax at a more 


reasonable rate.” I guess a more reasonable rate implie 


that the rate should be lowered: is that what you nave in 


PEARSCN: Well, in some instances, perhaps. 
The thought here is that real estate business is such 
that the earnings and the profits can fluctuate very 


greatiy from one year to the next, more of spreading it. 


CHAIRMAN: It is an averaging process you 


PEARSON: More or less, this would be our 


CHAIRMAN: If there were an averaging proc 


sk 


= 


es 


because of the fluctuating nature of the income I presume 


there is no reason why a speculator in real estate should 
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pay the same rate of tax as anybody earning income. 

MR, PEARSON: No, I think that. would be fair. 

TIE CHAIRMAN: What you have in mind --- 

MR, FEARSON: It is the question of what year 
tne profit would fall in. The proposal was, as I recall 
it, that some sort of - we mentioned an average rate of 
tax for the preceding three years; perhaps something like 
chat, Just to avoid the situation where the profitscould 
aii fall into one year, thereby penalizing the man. 

THE CHAIRMAN: There are differences when you 
set intc capital gains as to just how heavily taxes 
shoulé be imposed. There is a point that a man whose 
pusiness is speculating should pay the same thing as any- 
body else should do. Then there is the man who is in it 
casually, and if there are anycapital gains, perhaps there 
is a reason for doing as they do in the States; cut the 
tax rate in haift. | 

IR. PEARSON: This is if you pay tax on capital 

Tuk CHAIRIAN: The English have imposed a lower 
rate of tax on that. Probably changes in investment again 
dusvify eitner no taxes or possibly a lower rate of taxes; 
= con't kmow. We near it argued very often that any addi- 
tions to net worth should be taxed the same whether they 
we normally call 
anecme, or whether they are from the sale of capital 


2seexre. 


THE CHAIRMAN: That is the economists' point of 


view. 
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BY j MR. PEARSON: Of course, the Edmonton Chamber 


9) of Commerce doesn't feel a capital gains tax is necessary. 
| 


3i We don't say that it wouid eliminate the present problem 
4| of the differential between what is capital gain or what 
s| is income - aS long as you have the two rates of tax you 
6j are going to have that problem. 

7 COMMISSIONER PERRY: I see you suggest an amend- 
$i ment to Section 139(1)(e). 

9 MR. PEARSON: Yes. It appears a great many of 
10! the present problems with regard to capital gains are to 
11 define initially what a capital gain is according to 139 
12| (1)(e), which is a pretty all-embracing section. I think 


13a lot of the people who are in favour of a capital gains 


I ne NE 


14] tax are favouring it simply because at the present time 

15] a great many capital gains are falling into the definition 
16] of business. 

17 THE CHAIRMAN: We are fincing people who are 

18] proposing it for revenue purposes apart altogether from 

19! the benefits of definitim. 


20 COMMISSIONER PERRY: Your group think we have 


- 


21] one now and just want a lower rate, I am not tal king 


22} about the Edmonton group; the group you have just referred 


231 to. 
24 THE CHAIRMAN: Where do you come by the 4% in 
25 


_ 


- PEARSON: I think I took that from a speech 
28} of Mr. A.J, Little that he made to the Toronto Board of 
29] Trade. 


I 
| 
| 
the United States as being the proportion of capital gains 
| 
3 THE CHAIRMAN: That may well be. I am finding 
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B54] it very difficult to get any estimate of what the capital 
2) sains tax is in the United States. 

3 COMMISSIONER WALLS: I believe the Canadian Tax 

4| Foundation worked it out slightly under 1% of the total 


5| tax revenue of the United States. 
| 
{ 


6: THE CHAIRMAN: That is different from 4. 
7 COMMISSIONER WALLS: That is of total tax 


g| revenue. 
9: IIR. PEARSON: I am just checking this reference. 


10| br. Little says, in the United States the revenue from 


11] Capital gains tax is less than 4% of: the revenue from 

12] income tax. 

13/ : THE CHAIRMAN: A.J, Little to the Vancouver 

iil ode of Trade. 

15) MR. PEARSON: No, the Toronto Board of Trade - 

16| the Canadian Club in Toronto, October 22nd,. 1962. 

17| THE CHAIRIIAN: Thank you. Any other questions? 

18 | COIZITSSIONER WALLS: Yes. I was wondering | 

A) peat in your recommendation that we give study to 

20) capital gains tax you are thinking of a 

x more complete capital gains tax along the 

22) lines of the United Statesq a modified one such as now 
existsin the United Kingdom where if there tsa real 


estate transaction or a stock transaction that the capital 
gains tax is only to be on profits within a limited 
period; if it is a long-term investment there is ho capit 
gain, 

MR, PEARSON: Yes. Sir, basically we recommend 
there should be no capital gains tax, but we have, as you 


just mentioned, considered the real estate problem and we 


3 


4 
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suggest perhaps some sort of time limit for nolding real 
estate be considered. In other words, our recommendations 
are two: one that there should be no capital gains tax, 


and, two, that the present problem of the real estate 


s| people should be helped a bit by some sort of averaging 


7 
8 
9 
10 
11 


12 


6 


of their real estate profit and a true real estate profit 


shall not be subject to tax, true capital gain in real 
estate. 

THE CHAIRMAN: Why restrict this to real estate? 
Why not securities, too? 

MR, PEARSON: Partly because I don't think - I 


wouldn't expect there are the same profits being realized 


13] in securities across the country as there are in real 
t 


i 
14| estate. Perhaps we notice this more in the west, although 


is{ Z would doubt it. As our cities expand there can be some 


16 


17 


ig 


very large real estate profits. 
THE CHAIRMAN: Any further questions on capital 


gains? We have heard a good deal of the desirability of 


19| advance rulings from the Department of National Revenue. 


20| Do you now, in Edmonton, fail to get the rulings that you 
21]| need? 
22 MR, PEARSON: We can get opinions, sir, with 


23} ail - I don't think they are not held to, but vou have 


24] always got the uncertainty. You are not sure. ‘ie don't 


a5 | feel having advance rulings would cure all the troubles. 


26) L think in a lot of cases you would still get an opinion 


on what might happen if we did something. I think there 
would probably be relatively few instances where you would 
want to go with all the final details of a proposed scheme 


and set an advance ruling. I think it would be nice to 
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do it if you hadt.. I:see reason for the Department not 
g| being able to do this if they have all the facts before 


them and these are the facts that are carried through. 


3 

‘ THE CHAIRMAN: What you would like is to get a 
5| ruling from them instead of saying, “In our opinion this 
g| transaction would attract such a tax’; you want ‘our finding 
7| ‘iS this will be taxable at ---" that 1s what you would 
t like? 

9 | MR, PEARSON: Exactly. 

A THE CHAIRMAN: I wonder if there is any practica 


| significance to that. Like yourself I have heard no 
ol seestion that the opinions have not been lived up to. 


13/ WR. PEARSON: No. 


THE CHAIRMAN: In order to achieve what you 
sucgest I would think might burden the Department to a 


16 much greater extent that it is now. If that is so, and 


I don't kmow that i+ is so, but if that is so it may be 


of doubtful merit to impoge this for the intangible bene- 


fit of which you speak. 


20 MR. PEARSON: Sir, if there is enough reaction 
tnat they are burdened I think it is something we probably! 


' 
= 


| 
| 
22) need. If there are enough cases of that sort perhaps it 
23|| is a problem. 


24 THE CHAIRMAN: Anything further on that? We 


MR. PEARSON: Yes, 


THE CHAIRMAN: You suggest consideration be 


ete in ene nr et 


: will certainly look at the tax incentives. 
given to lowering corporate income tax rates. I doubt 
whether your Board would be prepared to recommend it with 


30| government undergoing a deficit at the same time, therefor 


2] compensating tax should be imposed? 4 


3 


ah 


5 


n 


~y 


18 


: 
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MR. PEARSON: To start with, this would all be 
contingent on whether or not there were any material 
basic changes. Im other words, if it were your ideal’ 
tion that more of the financing of the Govermment should 
come from the provincial sales tax rather Shan income tax 
- I should think that is the natural place to look, myself 

THE CHAIRMAN: Thank you. I think we have 
discussed the secrecy sefore, didn't we? 

MR. PEARSON: ‘Yes, 

THE CHAIRMAN: No. 11, depreciation. I think we 
have generally found the opinion Snat the oresent deprecia 


tion system is not a bad ome and Canadian taxpayers are 


not complaining very much about it. 


THE CHAIRMAN: dust how much more latitude do 


you think should be given? Do you think taxpayers ought 


19 to be permitted to state their otm rates of depreciation 


20 


| 
21 


22 


, 


and, 1f so, do you think they should be limited to what 
is reflected in the taxpayers' books? 


MR, PEARSON: If you limit it to what is 


93| reflected in the taxpayer's books you probably would, in 


24 


25 


NR. PEARSON: No. 
} 
| 
| 
{ 
| 


a lot of cases, not get az much depreciation as you now 
get. 

THE CHAIRMAN: what is the case for allowing 
more than what is in the books if we are measuring income? 
I can't see there could be one except as an incentive, 


MR. PEARSON: We were looking at the otter point 


of view where a company just hasn't got the funds available 
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‘Segre the answer is to levy the tax and estabiish terms 
| of payment such that it could be deferred until the funds 


$) are in the company. 


| THE CHAIRMAN: You are thinking of a taxpayer 

5. who starts in debt? 

si MR, PEARSON: Yes. 

7 THE CHAIRMAN: As opposed to the one who starts 
8 with lets of capital? | 

9) HIR, PEARSON: Yes. 

10 THE CHAIRMAN: Should the fellow who starts with 
1 a debt have an advantage over the one who started ical 
12 financed? 

13 IR, PEARSON: This problem could be overcome 

4 if there vas an affirmative tax with an appropriate rate 
15 | of interest. The man that had to arrange financing - he 
16 could be up to his ears at the start, which would mean 

7 that the tax would be a hardship to him. He should be 

ia | aple to repay when he was able. 

19 | COMMISSIONER WALLS: As an alternative to that, 


MR, PEARSON: I am sure all the members of the 
Edmonton Board would endorse that. 

THE CHAIRMAN: For all business forms, corporate 
or other? 


iiR. PEARSON: Yes. 


THE CHAIRMAN: I would like to dig into this a 
little bit more. I wonder if I am missing anything here. 


| 
/ 
I am always surprised to see the suggestion of more | 


I was 


liberality in regard to choice of depreciation rates. 
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9] if there are any. 
MR. PEARSON: I think in the majority of 


inbvances - rates are fine. I would agree with that. 


I think the depreciation rates are quite adequate. We 


3 
| 
| 
5 
| 
ae strictly - I think when we prepared this we vere 


BLO 1 wondering what rates are conspicuously inadequate, 
7| Looking at the problem of a new business that recuired 
g| a large amount of borrowed capital support, and unfor- 
tunately the lenders of the borrowed capital look for 
| their money at the start of the operation. 
THE CHAIRMAN: I am wondering whether the tax- 
| payers of Canada through the National Treasury snould, in 
that way, make money available to finance business or 
should it not be done in some more organized manner. You | 

are suggesting taxpayers forego something or anotner in 
: order to make money available to one taxpaver. 

MR. PEARSON: The Government would certainly 

nave to look to this, to see how much we are talxing 


— 


about in any one year because cf the deferment. I have 
no idea how much it would be. It probably wouid fluctuate | 
& great deal, I would think. 


COMMISSIONER PERRY: ‘Were you thinkins of some- 


thing like the British initial allowance which they allow 
24 | for tne first year? 

25 | MR, PEARSON: Our rates give a pretty good write 
26) off in the first year. | 
27 | COMMISSIONER PERRY: Their normal rates do 

28 | also, but in addition they have this allowance in the firs 


29 | vear. 


| 
30, THE CHAIRMAN: Your total write-off in excess of 
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2 COMMISSIONER PERRY: No, that is investment | 
| 


4| get .a write-off of 30% in the first year and in the same 
| 
{ 


5 


' 


6! MR. PEARSON: Something like that perhaps 
| 
| 


3) allavance. They are the two there. In other words, they 


year also have their normal depreciation. 


oo be adequate, although I would think to avoid the 


g| Problems the Chairman mentioned about the taxpayer 


9) financing it should be restricted in some way to companies 


10| that require this type of thing in order to have funds. 


11 THE CHAIRMAN: This is an interesting comment 


12 On personal tax rates. ‘why do you equate maximum personal 


13 tax rates with maximum corporate rates? Perhaps there is 


14 good grounds for that; I don't know. Is there something? 


15 liR. PEARSON: There is nothing very deep about 


| 
| 
| 


a ate eae ibreriaceetiag 


that, nothing very deep. I have no answer to that. It 


seemed like the natural thing. ‘Why should I have to pay 


17 
1g) Pore than a company? 
| 


THE CHAIRMAN: I have been hoping that somebody 


is going to come forward and say at no time should a tax 
21); rate be more than something or another and have good 


22 supporting reasons for it. I don't suppose I am going to 


23; receive this because it is difficult to rationalize tax rates. 


24 | MR. PEARSON: You would think 50% would be, 

25\| because it seems wrong to pay out more than you get. 

26 THE CHAIRMAN: I thought maybe at some stage 
2s eho might cowe forward and say you should keep more 
28 | han one-half of whatever you have got and that should 
29| appxy to everybody. 


30 | MR. PEARSON: This point of high personal tax 


ae 


2675 


Bl2 j} rates and relatively small amounts of tax that are raised 
2; from it. On that point, a little more publicity about 
3| the reason might help. If this was dropped from 80% to 


| 
4| 50%, and if it were adequately explained, the voter 
| wouldn't object, and might say, Fine, that sounds all 


| right." 


THE CHAIRMAN: You think there might be some 


offsetting matters to that? 
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| There are certain traditions in the Act which were intro- 


duced there because of the very high rates of personal 
taxes, the fact that those destroy, or are alleged to 
destroy, incentives. Couldn't some of those come out? 
Jouldn't that be the sensible offset? 

MR. PEARSON: Perhaps. This, of course, all 
ties in with the overall problem of who is bearing taxes 
and it should all be cured with the same solution. 
| COMMESSIONER PERRY: I think it is relevant to 
soint out that probably the effect of the federal rate 
on this level is not much more than 50% now, assuming 
that income at this level - that is in excess of $200,000 

would be largely dividend income. You mock 
of your 20% dividend credit; it brings your marginal rate 
Gowm to 60%, Knock off provincial tax credit; it brings 
vou dom 165, and that brings you down to about 50%, 


This seems to be a fact which is not very widely appre- 


IR. PEARSON: Well, no, though perhaps as far 
as incentives are concerned, here again, a man that is 
earning this money, he looks at the rate of tax he nas 


to vay at the top level, and he doesn't appreciate this 


THE CHAIRMAN: It is pointed out to us that 
while you are probably correct in your comment about the 


top rates for Sweden, Norway, Italy and Germany, 65%, 55%, 


555 and 53% respectively, in most of those cases the top 
rates start at a very low income and the bite is pretty 
significant. 


MR. PEARSON: I did not realize that. 
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In Norway, 
THE CHAIRMAN: /it's on income, which ts robe 
| 


2 like $4,000. Twenty-five thousand kroner, which is about 


$4,000, I believe. It may be a little more than that. 
4 a the odd exemption helps out. ~ . tis very 
low, 
A MR. PEARSON: Here again, you can't look at the 


7| personal tax rates in a vacuum. You have to consider 
8 otner tax structures, 
9 THE CHAIRMAN: I think the same is true in 


19) looking at the progression of our own personal income tax. 


When one looks at it they are not really as progressive 
12| 25 they appear.to be. 

13 MR. PEARSON: That perhaps is true. 

14 Big THE CHAIRMAN: We, of course, are interested in 
is that and will kmow something about it before we get 

16| through. Corporate surplus: a clear policy is certainly 
17 most desirable. We would be very interested now, or 

18 later, or at any time anybody eares to put before us any 
19| Suggetions as to how you get a clear policy on this. It 


29 || +5 rather difficult under this dual-rate principle. There 


21| are two ways of getting — money out of companies: one 


23 by dividend and one by re-organization, winding up, et 


94) rates, to find some solution which — human ingenuity 
95), can't lick. It is pretty hard to lock that door as has 
26) Sem proven nany times. 

27 | MR. PEARSON: It is a very difficult problem, 
9g) and we realize that. 

29 COMMISSIONER PERRY: The study you refer to, I 


93 cetera. It is rather difficult, where there are different 
imagine, was the one that was being done by the Committee 


i 


2 


3 


4) 


1 


26 


27 | 
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of Four which has since ce released? 

iiR, PEARSON: Yes. 

THE CHAIRMAN: Business expenses. You have a 
couple of illustrations of things that are not taken care 
of there: payment to a contractor to acquire from him a 
construction contract. Purchase price of a fixed period 
contract to purchase newsprint. I- suspect there are a lot 
more. One doesn't come on them every day. 

MR, PEARSON: I ran across one a week ago, sir, 
in nay owm hawonges A company who was using a bridge that 


belonged to another company they were supplying: the 


the trucks they were using for this particular operation, 


| and, as a result, the bridge had to be strengthened and 


they had to vay for the cost of strengthening the bridge. 

The question came up as to how they stood on 
this, It is a little uncertain, this sort of thing, and 
<i con't think it should be. 

THE CHAIRMAN: That money is pretty clearly 
laid out to earn tne income of that contract. 

IIR, PEARSON: It was enough of an expenditure 


to be a capital expenditure. I am a little concerned. 


|e have rt looked at it too closely and since they do not 


oom the asset --- 
COMMISSIONER PERRY: That is an extra complica- 
tion, ian't £6? 


MR, PEARSON: Yes. This is the sort of thing 


28 | IT don't tnink that companies should have to worry about. 


29) It seems to me an expa@diture like that should either be 


30} a clear expense in the year or --- 
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THE CHAIRMAN: How would you take care of this? 


2) List them all in the Act? 


| 
| 
| 
3 MR. PEARSON: No, I don't think so. | 
THE CHAIRMAN: Tie it to accounting principles? 
MR. PEARSON: That might be a way to do it. 

THE CHAIRMAN: I don't think it is easy. | 
MR. PEARSON: No. | 


THE CHAIRMAN: You have got quite a body of law, 


MR. PEARSON: No. 


camer 98 


THE CHAIRMAN: I would like to know very mucn 
whether people would be prepared to go for that kind of an 
| answer. think we will hear more of that. 


MR. PEARSON: Yes. 


COMMISSIONER PERRY: The British Royal Commissio 


17 recommended that there be a statutory provision to outlaw 


18| the jurisprudence. This is the only way you could get rid 
19] of it, 

THE CHAIRMAN: And make a fresh tart. 

HMR. PEARSCN: Yes. 

THE CHATRMAN: With regard to co-operatives, 


i whether the incentives they enjoy are justified. 


section on incentives themselves. This is just another 
type of incentive that is enjoyed by a particular segment 
of our business community. 

THE CHAIRMAN: Do you think that the entire 
part of the Act dealing with co-operatives is to provide 


incentives or some measure of income, to which your 


MR, PEARSON: This perhaps ties in with our 
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C5 1] exeaption period - I suppose you classify that as an 


gf nrenti ees 
4) THE CHAIRMAN: Well, they are taxed after that, 


| 
| 
3| MR. PEARSON: I would think so. | 
§i subject to deduction. That is not incentive legislation, 


7) lik. PEARSON: Well, it enables them to accumulat 


8| capital at a reasonable rate. 
| 
| 


9 THE CHAIRMAN: Perhaps so. 
10 | UR. PEARSON: I think that our thought is 


» 


11) perhaps they are taxed in a different manner than a great 
12| many of the businesses which they compete with. A lot of 
13; eo-oneratives no longer confine their activities, as we 

14; say here, to simply buying and selling for their members 


as a group rather than these, people acting individually. 


16 They have expanded their activities. Perhaps a 


17' fresh look is required because of this 


18 | THE CHAIRMAN: Thank you. Personal corporations 
19} = think we are concerned about that more in the opposite 
20/| direction than as you state here, It seems to me that 


21); the fact that an tndividual can use a corporation is 


22), probably most desirable for succession duty purposes but 


23; ++ is very hard to arrange that under income taxes he 
il 


24 doesn't achieve an advantage over other taxpayers. If one 


ean hold up the distribution of his income, that is 
eertainly a very substantial loophole in the Act, which 
this section tries to close, perhaps imperfectly, but that 
is what it is designed to do and it seems to me that one 


1 

| 

| 

| 

| 

{ 

4 

| 

[can't leave that kind of loophole. That has got to be 
| taken care of. 

| | 
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MR. PEARSON: I can agree certainly 2 personal 
corporation - somebody has described it like a conduit 
pipe. That is, that income should flow through. As with 
| most legislation, there are sometimes problems to certain 
specific people because of the wording of the Act. 

THE CHAIRMAN: You spoke about losses. [I don't 
1 think I understand. How do losses occur in personal 


ai corporations? 


: 
COMMISSIONER PERRY: Also recapture of deprecta- 
| tion. How does it occur? 

MR. PEARSON: I must confess I did not write 
| this particular part. 
COMMISSIONER PERRY: We have already embarrassed 
} one or two other peorBtrasking the same question, with 
about the same result, 

THE CHAIRMAN: There may be losses, because 
they seek something individual, but they are essentially 
} an investment company. 

MR. PEARSON: Yes, that is true. 

THE CHAIRMAN: I really don't see how a loss 
comes about. 

MR. PEARSON: Unless 1t was a case of a corpora- 
fon changing from a regular corporation to a persona 
corporation, holding assets, and then selling them. 


COMMISSIONER PERRY: That could be. 


MR, PEARSON: That is a possibility. 

27 THE CHAIRMAN: I do not find what I was looking 
28} for here, really, which is a way to close the loophole in 
29 equity and with fairness, because if seems to me that one 


has got to approach the personal corporation problem in 


Ww 


11/ cesignec to do: 
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IIR. PEARSON: It is a difficult problem. There 


was a move made to make some changes a year or two ago. 
THE CHAIRMAN: Well, people now are seeking all 


5 | xinds of small businesses and destroying this concept. 


6 MR, PEARSON: That is right. 
7 THE CHAIRMAN: There are’a tremendous number of 


| vealtay men who tried these things and accordingly are 
| 
gl able <c hold up the distribution of their income and avoid 


10) personal taxes, which is certainly not what this is 


| Associated companies: some people are telling us 


13! that the two rates of corporation taxes do not appear to 


| of that Kind. 


be necessary, saying that it is possible to take care of 


cneé small companies by adjusting salaries, and other means 


You find that there is a need for the two rates. 


I You have not spoken of this here, I don't think, 


IR. PEARSON: This is certainly another form @f 


incentive, sir. I would think if you did not have two 


than the 21%, you would probably have fewer incorporations 


| 
| 
| 
rates, prebably. have one rate that was slightdy higher 


I vould think people would tnink twice before incorporatin 
small businesses. I don't know whether this is good or 


bad. 


lon of trouble. 
hiR. PBARSON: —' Et: does. 


THE CHAITRIiAN: The moment one has two rates, 


| 
THE CHAIRMAN: This double rate causes an awful 


everyone cets busy trying to beat this thing; trying to 


23 
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devise some means of dissociating companies and I wonder 
iftt ispossible to draw definitions which are good enough. 

MR. PEARSON: I don't know whether or not two 
rates are necessary. Here again, I think it comes under 
the incentive area. This is a pretty big area. Whether 
it should be in the Act or not --- 

COMMISSIONER PERRY: I wonder what you mean by 
the suggestion that companies engaged in similar types 
of operations be allowed to claim the low ey I wonder 
specifically what you mean by ‘similar type of operation. 
I have in mind the breaking up of integrated companies 
into manufacturing, distributing, and so on. Would you 
rule out that? Would you allow two companies in the 
distribution phase to claim the rate? It's this type of 
operation that was not clear in my mind. 

MR. PEARSON: This would be, eit PRs adiffieunit. 
I think our thought here was perhaps, looking at it from 


the competition point of view, if one operation is split 


into two parts, they are no worse off than their competito 


across the street who is still operating as one company. 
' They might be worse off than twe strangers that 


are operating against them, but you have the 21% low rate 


a] 


2 


However, if one managerial group acquires companies, these 


24) companies immediately on acquisition become less profi- 


25 


26 


27 


28 


table because they become subject to the high rate of tax 
rather than getting the benefit of the low rate. This 
doesn't seem to make much sense. I agree with you that 
when you get to integrated companies, some of the larger 
oil compantes, for instance, this could be a problem. I 


don't know the solution to it, I am afraid. 
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COMMISSIONER PERRY: Similar type of operation 


2) in terms of the industry as a total, or the particular 
3| function being carried on? This isn't terribly important, 
4) but it was just a stumbling block I ran into. 


MR. PEARSON: I am afraid I will have to leave 
| 


\ 
6| tt as a stumbling block. 
| 
7 COMMISSIONER GRANT: My recollection of ‘*he 


io) 


gi advent of the associated company provision was that it-aro 
granted 
g| from the lower tax rate/to small businesses sc as to 


10 prevent corporations from breaking down their business 


11, to divisions and thus taking advantage of the lower tax 


12|| rate. 
i 


13) I am under the impression that the practice in 
14) the corporate field is changing now from what it was when 
1s | the associated company provision went in, to the extent 
16 | that tnere is now greater tendency for business to diver-. 


sify and to spread the risk, so to speak; not have all 


| say, tn the construction business, they feel they may not 
29 | always have it as good as they have had it in the past 
mand they want to get into some other form of business. 
22) Therefore, there is a tendency to use their assets which 


18 Lip] esss in one basket. If they have been successful, 
t 
1 
| 
| 


93| they have built up in their main business to acquire other 
2 eosvantes, or to form other companies and these be diversi- 
25 ified. Hence, I twould think that the advent of that type 

26| of corporation could have a very definite effect ate 

27 | whether or not the associated company provision still 


28) forms a useful purpq@e. 


29 MR. PEARSON: Perhaps the answer does lie in 


ee: one tax rate rather than the dual rate. 
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on that, we would be very glad to have them. We 
to hear a good deal about the. particular point 


whether there should be two rates, 


THE CHAIRMAN: If you have any further % 
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D/PB/dpwij It is very clear that it is a hard thing to do, to provide 
2} two rates. 
3 MR, PEARSON: Yes, it gives rise to a great 
4} deal of trouble. | 
:" f HE CHATRMAN: Moving on to oil and gas, I see 
6| that you point out that it is desirable to provide an 
7| incentive by way of depletion allowances to companies 
8] in the oil and gas industry. Traditionally that has 
g| certainly been the case. I wonder if it is possible to 
10| say that the great growth of this industry is aue largely 
11) tc tax Pncentaves or would it have occurred anyhow? 
12| Jould that tre happened if they hadn't been allowed 
13|| depletion? 
14 MR. PEARSON: I would think, perhaps - and I 
15 am not really an expert on oil and gas -it would probably 
16| be more difficult for Canadians t tale part in oil and 
17 gas if there hadn't been depletion. To my knowledge the 
18} depletion provisions are certainly enjoyed by American 
companies and if our Canadian companies had not been able 
to compete with the same tax advantages: quite possibly 
they wouldn't have been able to hold their own. I might 
point out our brief doesn't say it is desirable. We say, 
"If it is desirable." 
THE CHAIRMAN: Yes, I see. I, coming from the 
least, am not familiar with the problems as many of the 
| people are in this province, but I am wondering whether 
| this is put forward as a means of measuring income. I 
| think I have heard the argument it is, or whether it is 
l by way of incentive. I think it is quite important which 


hit is, if we accept the principle that first of all we 


23 | 


a, between affiliated comp 


29 
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must find out what is 


at incentives 


MR. PEARSON: 


to me, it has nothing 


all 


companies now are 


costs and now allowed 
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a mutual sharing @t« and then icok 


afterwards. 


With the new changes in the Act, 
to do with measuring income because 
allowed to write off development 


to write off costs of leases. You 


have nothing left to deplete, so depletion does become, 


in fact, am incentive. 


COMMISSIONER PERRY: Your point on the purchase 


and sale of oil and gas leases is fairiy clear, but I 


wonder if there is anything more that you would 


want to say about that? 


add. 


WR, PEARSON: 


= 


I don't think I have anything to 


To me they are fairly technical points, really. 


The first, at the present time, when ail or gas rights are 


sold the proceeds of the sale are considered to be income 


| 
THE CHATRMAN: Thank you. Anything else there? 
| 
| 
| 


for tax purposes. If the right was acquired after April 


10th, the cost is allowed as a deduction from income. 


If the cil or gas right was acquired before April 10th 


eost is not allowed as a deduction. Now, this 


Qa. 
1s) 
fei 
(3 
oS 
ct 


seem to make much sense, 


PVE, - et ch = ae | aed eet “T ee 
the second one, special privileges enjoyed 


a@ subsidiary corpany, 


and 


gas rights to ita 


for instance, cannot sell its oil 


parent company without being deemed 
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to have solid at fair market value. In this situation 


fair market value is calculated on income and the parent 


company entitled to deduct ccst as an expense. This can 


still make it a little difficult for ordinary corporate 


23s 


2 


3 
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purposes to move these assets from one company to another. 

The third point, here again, comes back to 
incentives; what incentives should be given. It seems to 
me that the sale of oil or gas rights by an oil company 
is just simply part of its income and it is taxed as 


income and not eligible for depletion allowance for which 


| the incentive is designed. Why should it not also apply 


to. sale? 

THE CHAIRMAN: Then it is given twice. Your 
argunent is, if you sell it, it is a substitutimof taking 
the oil out and therefore you should get depletion. How- 
ever, the buyer would get the depletion. This way you 


are setting depletion twice. 


HR. PEARSON: Right. 

COMMISSIONER PERRY: And the shareholder of the 
company. 

MR. PEARSON: It is how far you go. I see 


your point. 

THE CHAIRMAN: In fact, this income is excluded 
for computation of the income against which depletion is 
granted? 

MR. PEARSON: Did you want to talk about the nex 
one; the gross depletion? 

THE CHAIRMAN: Yes. 

IR, PEARSON: O11 and gas companies as well as 
mining companies, of course, are allowed to determine 
taxable income and the depletion is calculated after 


development expenses, drilling expenses, and things of 
that sort arededucted so that the companies that are 


actively engaged in drilling and exploration, in fact, 
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4 don't get as much depletion as the company that has 


| exactly the same income before drilling and exploration, 

i but doesn't carry on drilling and exploration expenses. 

It would seem to us if tnere is going to be an incentive 
of this sort it snould be designed to promote exploration 


| in Canada, and perhaps the effect of this is ta..take away 


| some of the incentive for drilling and exploration. 
8 American companies, as I understand tt, are 
g| allowed to take depreciation on gross tasis; in other 
19] words, are allowed - it really boils down to depletion on 
11 2 vell-by-well basis, It works on two bases. Your 
12 producing property on which you are entitled to depletim 


13| and the exploration activities on the other hand. Here we 


say Ae teaaestrable to provide incentive oy way of deple- 


| 
is|| ¢20n allowances to companies in the oil and gas industry: 
a that consideration be given to permitting depletion to ode 
17] calculated at some lower rate than the 33 and one-third 
a percent, on a different base, 
19 | THE CHAIRMAN: It all gets down as to how much 
{| 
20 | incentive, 
21) MR. PEARSON: Exactly. 
22 THE CHAIRMAN: You are making a comoarisan witn 
| 
| She United States which seems to me has some validity. 
24) 28 the other nand, one must bear in mind the fact in 
; Canada we naven't got capital gains tax as. they do in the 
26| Inited States. It seems to me that is a considerable 
| factor in favour of the Canadian system. 
28 MR, PEARSON: Yes. 
| 
9 THE CHATRMAN: So I am not sure, as you say, we 
30 thould match them step by ster. 
| 
| 


= 
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5 HR. PEARSON: This may be a point, sir, I agree. 


3, As we said before you can't look at one section without 


Looking at the overall effect of tax. 
THE CHAIRIIAN: Idon't know. Perhaps you are 
it should be depleted before these expenses, 
7 but I am not sure that your argument has any metic 
8. snat it therefore becomes a penalty or something 
9: approaching a penalty to do exploration oe nas They do 


10’ €“pioration work because they expect more income in the 


11 future. Yeu would expect.zovernment to pay for explora- 


an (oT) a 
i?) 

is) 

ry 

ry 

oO 

7) 

= 


13! iR,« PEARSON: .You. refer.to capital gains. This, 


i4 cf course, would only affect certain companies in the oil 
15; and gas business. 
16° COILIESSIONER GRANT: ‘itn my very limited know- 


171 cedse of this subject would sucha. provision as you define 


19 company which is a producer and which carries on its own 
290 ¢xpicration and drilling wor as against the company that 


21) 25 not @ producer but does do independent drilling and 


23 | TR. PEARSON: You feel this might --- 
1 
24 | SGusISSIOUER GRANT: It wouid put the producing 


| 
| 
' +n paracraph 22 not cause a discr’- ‘nation against the 
18 3 


75 || company that was doings. 1 


C105 than the. other. company... It is true the 


i 
bts, cvuher company would so into tuat with its eyes open, but 


98 i+S costs would be less than the producing company. 
29 IR, PEARSON: If you look at 1t - yes, perhaps 


Qi you are richt. 
| -~ 


vs.o1m drilling ina more a 
| 
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a. THE CHAIRMAN: We have quite a long way to go 
I 

gj on this particular subject. 

3| 


MR, PEARSON: I am sure you will hear a great 
4| dear of it further south. 
s| THE CHAIRMAN: Estate tax and family business. 
6| You feel that the amount of Sate ok could be materially 
i so that only those large estates would, in fact, 
g| pay tax, ; 7 2 
9| MR. PEARSON: There is another thought we had 
19] after the brief was submitted. I aight point out one 
11] thing: the Chamber does feel that although there were 
12| originally some provisions in the recent budget to discou- 


. 


13| rage the sale of Canadian business to mon-Canadian resi- 


14] dents the approach seemed to be sort of a penalty approach, 


a9 | and will not hurt revenue very much, 

21 | Perhaps liberal valuation on investments might 

22) help. The third alternative might be to permit payment of 
2 g3iestate taxes over an extended period of time if the buik 

24) Of the assets in the estate were represented by shares 

25} in the family or private business. 

26 | THE CHAIRMAN: So far as it is possibie this 

97| system you would have, the estate taxes would be less 

28 | when the family retained the estate as opposed to sellirg 

29] it to a non-resident. 


MR. PEARSON: I would think that is the thought. 
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THE CHAIRMAN: Would you say the estate tax 


should be less on family-retained business 2s opposed to 
Sale to another Canadian? 

‘R, PEARSON: Another Canadian - I would think 
rere might be mom for some incentive. I think family 


businesses have contributed a sreat deal to the credit of 


O 
A 
i?) 


ountry and probably will in the future. You don't 
vane to set too many big companies. 

COMMISSIONER PERRY: “Yould you say Liquidity 
ts the main problem in these smaller businesses? 


ting ©EARSON: I would say probably iiquidity, 


| aithough I think there are alsc problems - when the owner 


cies, pernans the family hasn't cot anybody ready to run 
rein pe Ret une gs have in the future. I think there are a 
ct of problens., 

CCIDITSSIONER PEPMY: I agree, and I wonder 
sometimes whether they are problems concerning which the 
estate tax has much relevance. 

LR. PEARSON: Liquidity - you can quite often 
tie that do.m to estate tax where money has to be raised 

COIDIISSIONER PERRY: Haven't these people ever 
neard of iife insurance? 


i, FEARSON: some people. 


cere arya bd 


THE CHAIRMAN: We keep aasxing the same question: 


co you mow of any business wnich nas been forced to sell 


+ 


pecause of the 3uccession duties and income tax? 2 


* 


score has not been good so far. ‘Je nave neard a lot of 


senera statements put not many specific statements. 
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36 1] eases of that in Eastern Canada ‘Shan around here simnol7 
p2cause we are still reiatively youns and our faintly 
} businesses haven't crown to the size where this has 


| 
4| created a problem of importance vet, 
| 
| 
[ 
i 
| 


Si THE CHATRMAN: Don't you think most peopie would: 
6| know how to overcome . ail this by this time? | 
7 MR, PEARSON: You inean in the west or east? 

| COMMISSICNER GRANT: You might have been late 

9| starters but you have picked up good speed. 

10) MR, PEARSON: The people who atarted are orsbabi 


11} Still young. 
12! THE CHAIRMAN: You suggest a six months’ delay 
13/23 your choice of valuation. 


| 
14) MR, PEARSON: Yes. 


THE CHAIRMAN: We aave heard various periods of 
i 
16 | delay, It must not be too long as to hold uc the admini- 
i 
17|| stration of the estate. 
18 | *#R, PEARSON: Six montns. we felt, would be jus 
19 avout risht. I am sure there are other periods about as 
20 | good, 
21) THE CHAIRMAN: ‘We will talk about excise tax. 
22! “R. PEARSON: Mr, Stewart will field your ques- 


23| sions on excise tax. 

| THe CHAIRMAN: I think for the main oart ques- 
25 | tions will come fran down on the ieft. 

| MR. STEWART: ir. Chairman, Mrs. Milne and 

| zentlemen, there are a couple of points I would like to 
za, clarify. It weak only take a minute. First of all, I 
29i:would like to say tne tenor of this section on excise tax 


| 
p30! follows much the 3ame as the first part which is of a 
| 
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fete 1] general nature as to try and get into dealing with specif a 
| sales tax would be far too voluminous and defeat the pur- : 

3) pose of the brief today. | 

A I would like to comment on one point: our 

5! recommendation 2 which is, "Reduce the number of exemptiong. 

6; itr. Gordon has improved this situation to some extent in 

7\ his recent budget by eliminating the tax exemptions on 

4 | pateasiecr machinery and apparatus. Any effect of this 

9] however will not be felt until 1965 when the full 11% tax 

10) becomes effective. The regulations regarding materials ; 

11) consuned or expended require immediate classification. | 

12| Certain materials such as filter materials are presently | 

13| listed under machinery apparatus and also consumable 

14 materials, Previously it made little difference which 

15| certificate vas used since jn either case it was exempt 

16| from tax. 


Too much emphasis is placed on the name of. the 


18 | arvicie rather than the end use. Certain materials, 
‘pecause of the nature of the manufacturing operation, 

i ce: be exempt from the tax, however, uniess it is 

21)| specificaly listed in the regulations the local authoritie 


|) an rule the materfal taxable until a ruling is obtained 


1 


ei rom the rulings branch in Ottawa. Such regulations 


24) chould be in more general terms with more leeway for the 


25|| local auditor to rule on the taxable status of the materials, 
26 | THE CHATRUAN: Mr. Walls. 


COITILSSIONER WALLS: Cmsidering the 11% sales 


28 tax orinss in a shade over one billion dollars and that 


29 


it costs less to collect than any other tax we have in 


i 
me eT - about half of one percent - we have received 
q a 
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DLO 4} very few complaints from manufacturers across Canada as to 
gi this tax. I note you start off by saying manufacturers 

3] generally are unhappy with the current sales tax procedure. 
4| Have you carried out any survey in Alberta or Edmonton to 
5| justify that statement? 

«| MR, STEWART: Not a detailed survey. I nave 


7| talked to quite a few people in the manufacturing business 


gi] about this and pretty well everyone is unanimous on this. 
g| The amount of time spent in trying to keep track of sales 
19 tax and the records and so forth that are necessary become 
11] Very voluminous. I might say this results in consicerably 
12) more tax being paid than probably should be paid. 


13 COIMIISSIONER VALLS: Then you also are quite 


14] critical of the limitations of the wording of the Act, 

15] Do you not find that the circulars that are now issued 

16 give a rather complete breakdown as to what is taxable 

17 and what is not taxable? 

18 MR, STEWART: That is the manual put out by the 
19 Canadian manufacturers andthe C.C.H.? 

20 COMMISSIONER WALLS: No, the ckevlas put out by the 
21|| Department. 

22 MR, STEWART: These circulars listing details 
23| have not been made available, to my knowledge, to the local 
24|| taxpayer. 

25 COIMISSIONER WALLS: I note that you deal on 
26 page 22 with the plywood form manufacturers who produce 
27 away from the site in comparison with the contractor who 


28 | sets up his form on the site. 
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iim. PEARSGN: Yes. 


COMIISSIONER WALLS: And that, of course, applie 


34ssemblersfo pre-made concrete and others. 
‘ HR, PEARSON: That is right. 
5! CCIZILESSIONER WALLS: I want to draw to your 
6, actention that that has been corrected on August 2nd 
7 unen Bill 00 was brouzht down. It now specifically 

i 
8) states that manufacturers or producers otherwise than 
9 on tne site of construction, or erection of a ‘building, 
‘a are no longer tne manufacturer or producer thereof. He 
ne wel2 Shen pay sales tax on his material and not on his 
on labour. Heismwin exactly the same classification as a 
13 | “anut ecturer on the site. 
fal naving listened to your recommendation that the 
15 | vaxpayer snould imo what he pays out in taxes, I can 
16. understand your recormendation for sales taxes, but not 
17 sc readiiy uncerstand your recommendation of a turnover 

| 
18 tax pecaute it seems to me that back in 1920 we tried). 

‘| 
19) cut a turnover tax in Canada and got rid of it in three 
20. years because of the inequities it created. 
21 Now, senerally, your turnover tax is a multiple- 
aeheenee tax, whereas a sales tax would be a single-stage tax. 
oall Do you reaily mean a turnover tax? You would welcome a: 
hss Cte eee baee tax which would then get you back into 
25 -ncirect taxation, which you apparently want to get away 
26 || from. | 
oF iR, STEWART: One of the things we attempted by 
28 | makings tnat as a suggestion was to simplify the regulation: 
29 pertainins to taxes as we feel there is an awful lot of 


rezulations on sales, existing manufacturers’ tales taxes, 
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B2 1] and this might be a way of reducing some of the work 

2) involved in claiming the tax. 

3 COMMISSIONER WALLS: I think if yowread back 

4] to the trouble they got into ffem 1920t1923, that 

turnover tax 

only covered two stages of turnover: manufacturer 
ro wholesaler. It was not carried on to the retailer. 
The last question I have deals with the first 


remark you made dealing with the recommendation to greatly | 


reduce the present number of exemptions cermitted: have you any 
recommendation as to what type of products should be 
exempted under a sales tax. 

MR. STEWART: I think all your costs going into 
a manufacturing operation should be exempted. And again, 
that it should not be restricted to naming items. That 
is a matter that the sales tax auditor, who is the one 
that is ruling on this, or should be the verson ruling on 
it, should be able to come out and look at your operation 
and decide what this particular material is being used for 
and determine whether it is actually used in the process 
and manufacturing of goods. 

COMMISSIONER WALLS: If taxes are almost entirels 
paid by people, and not by things, what difference does it 
make whether the machinery for production is taxed? You 
see, one of the troubles that apparently we get into with 
this sales tax is that we keep chipping away with exemp- 
tions until finally the exemptionsaccounts for more than 
the taxable items. 

Now, if you are going to maintain a tax system 


at all, the more that you can avoid exemptions, iv might 


B3 1} be better. Do you not agree with that? 


10 


11 


12 


14 


15 


29 


30 
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IR, STEWART: As far as machinery is concerned 
it is not something that is used in the manufacturing 


Girectly. It's an end product; purchase capital acquisi- 


As far as I was comcerned, and there is possibly 
an argument for considering this, or the manufacturer 
paying sales tax on it, but from that point on any of the 
frinse materials, and so forth, actually form part of 


his operating costs, and there should be no sales tax on 


COMILSSIONER WALLS: So if we got.to a retail 
sales tax, as you recommend, we will get away from tnat 
anyway. 

Hin (SRSA: - That -is, might... 

COLLZIISSIONER WALLS: If it was retail sales 
tax would you.exempt things lixe food or clothing or 
iruss? Have you any thoughts as to the extent of the 
exemption that you state that we should have? 

R, STEYVART: .This is rather difficult to say. 
Certainly there should be sone exemption therg. On the 
other hand, if everything its taxed right across the board, 
what effect would this have? Cur sales tax is now 119. 


If everything was taxed, this would bring it down to 2%, 


ic, something of this nature, which would be fairly easy 


COMMISSIONER WALLS: On the other hand, of 


course, it might relieve some of the other taxes you wish 


THE CHAIRUAN: Do I understand under 2(c) you 
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support the elimination of the exemption of building 
materials? Hasn't that now been taken care of? 

MR, STEWART: 2(b)? 

THE CHAIRMAN: Page 23. 

IR. STEWART: Yes, I think the latest regulation 
that have Abiog out will help this by 1965. However, in 
the meantime, we still have the same problem. When you 
purchase materials you have got to determine what the end 
use is and often this is most difficult to do. 

THE CHAIRMAN: I don't think we have any further 
questions. Is there anything further you would like to 
say to us? 

MR. PEARSON: I don't think so. 

THE CHATRMAN : Thank you rery much, indeed, for 
your submission and coming here today to help us. We 
appreciate this very much, indeed. We think we understand 
what you have put forth and assure you we will continue 
to consider it. 

MR, PEARSON: ‘Thank you very much for hearing 
ua, sir. 

THE CHAIRMAN: We will stand over for a three- 


minute recess. 
--—- Short Recess 


THE CHAIRMAN: All right, Mr. Secretary. 

THE SECRETARY: Mr. Chairman, nia pr pty 
the next brief is being presented by Mr. Allan Welsh. 
Mr. Welsh is here to sneak to his brief which I now 


enter into the record as Exhibit 150. 
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--- EXHIBIT NO, 150: Submission of Itir. Allan E. Welsh. 


SUBIIISSION OF MR. ALLAN E, ‘JELSH 
THE CHAIRMAN: Thank you, Mr. Secretary. Good 
morning, Tir. Welsh. You are an accredited public accoun- 
i tant I see. 


MR. WELSH: Yes, sir. 


8 THE CHATRHAN: You are in practice as an accoun- 
g| tant? 

10 In, Weblo Les, Sir. 

1i THE CHATIRIAN: And it is because of your practice 


12| #8 an accountant that you are concerned about this matter 
of taxation and have very kindly come to tell us about 
it. This comes about because of your work, doesn't it? 

HR, WELSH: Yes. 

THE CHAIRMAN: You direct yourself to capital 
gains and you believe that capital gains should be ey 
You would define capital gain as the excess of the 
proceeds realized from the sale or exchange of -non-inven- 
tory capital assets over its bools value. 

Now, I presume when you say that, you have 
regard to any kind of a transaction, whether he buys it 
and sells it within the same week or it takes ten years? 

IR. WELSH: Yes, I would say a short-term capita 
gain would be within six months. 

THE CHAIRMAN: You do not draw a distinction, 
do you, in yow submission? 

liR, WELSH: No, I don't believe so, 

THE CHAIRIIAN: And you would have a different 


l rate & tax for a capital gain? 
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MR, WELSH: This 1s suggested. | 


2 THE CHAIRMAN: Why? 

3 MR. WELSH: Well, I feel that you are recognizin 
4| the principle by the graduated tax on normal income, and 

| I think that this should be reflected as well in capital 

, gains. 

7 THE CHAIRMAN: Don't stand uniess you wish to 

gi do so; but why should a man whose business is buying and 

9] selling properties, does so every day of his life, pay a 

10| different rate of tax than an accreditec public accountant’ 
11 MR. WELSH: I am suggesting a man who does that | 
12| would not normally be classed as havin: any capital gains. | 


13) This is his normal business. [I am thinking more of the 
14) isolated transaction. 


COMMZSSIONER PERRY: You consider that his 


| 
assets are non-inventory assets; would that be risnt? 
TR, WELSH: Yes. In the normal course of busi- 
ness he would not dispose of them as merchandise. 
COMMISSIONER WALLS: If a wase earner buys a 
home in the city here and puts out considerable expense 


in shrubbery, lawn, fencing, improving his property, none 


of which he can deduct as expenses, you do not then feel 


has appreciated in value, “hat he should have to pay a 
eapital cains tax? 

MR. WELSH: No, only over the cost which would 
include the improvements. 

THE CHAIRMAN: Isn't your answer "yes, but you 
compute it having regard to the excess over cost? 


MAR.. WELSH? “That Ls worrect, 


that when the time comes for him to seli that home, if it 
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P income tax? 


2 cost when the man doesn't show it as an expense in his 


2702 


How would you record the 


i 
pt ee A eT: 


4, MR. WELSH: I presume he would file it in 


5| defence of the capital profits tax. 


6| COMMISSIONER PERRY: 
experience with, I believe it 


| 
aap tax in this province? 


Did you ever have any 


was called the unearned 


9| MR. WELSH: Yes, sir. 


: COMMISSIONER PERRY: 


It was repealed recently. 


11] vere there lessons to be learned from that with regard 


12 to the operation of the capital gains tax? 

13) . MR, WELSH: I feel there were. I think it was 

14 | socially desirable but was not politically acceptable 

ah hen Alberta became the most prosperous province in ad 

16| theoretically. | 

17) COMILSSIONER PERRY: What was the final rate? | 

‘at MR. WELSH: It was a graduated rate. | 

| THE CHAIRMAN: Was that directed at realized 

20| profits? 
1 

al Hn, WELSH: Yes: 

22 THE CHAIRMAN: Exclusively? It did not extend: 


23, to unrealized profits? 


24 | MR. WELSH: That is 


COMMISSIONER PERRY: 


the effect on the willingness 


27 in properties? 
| E 


28 | MR. WELSH: I think 


29|| time when tne level of income 


to sell properties or deal 


not. It was introduced at a 


was so low that there was no 


question of it being advisable but later on we could 


| 
| 
right. 
Yas there much evidence of 
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ES 3 F si sieve of it politically. 


" 
2 THE CHAIRMAN: I don't think I have amy more | 
3] questions. Does anybody here? 

4 COMMISSIONER PERRY: I just veniends if you had | 
5| made any effort to estimate the possible revenue from a | 
6| tax of this kind? 

| MR. WELSH: No, I didn't. I have roma five 

gi minutes of comments here if you feel I might make then. 


gj That will bring your Commission up to time. 


10 THE CHAIRMAN: Go ahead, sir. 

il MR, WELSH: Thank you very much. I should 

12| explain, sir, that since you are just coming to Alberta, 

13| “hen I started to prepare this brief with our Dominion 


~ 


1] Serectation, I received a letter from the Provincial 
estete as that they were preparing a solution to our 


ti dilemma that might be a solution for all of 


19) appear as the President of our local institution. I was 


| 
| also Chairman of our National Education Committee twice, 


| 


21! to just explain this problem which is covered here. The 


; 


rrovincia L secretary said that accountants acress Canada 


93 are. like Heinz soup, 57 varieties, and he also said that 
94; after studying this subject for seven years, he was more 
25} befuddled than woen he started. This, I think, covers 
26) what & you people are going to do in terms of a solution. 


Canada 

18 At that time I felt, in fairness, I should not 
| 
i 
i 

27 ily brief submicsion advocating 4 capital gains 


{1 
H : 
28 | tax is prompted by 25 years of battling with income tax 


29] reculations and the Income Tax Department, during which 


time I feel that the poor have avoided income tax by being 
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EQ 4} poor, and the rich have increasingly evaded tax by being 
gi rich. To illustrate my point that the rich can evade tax 
3 1 could point to one of the hundreds of loopholes which th: 
Income Tax Department plugged only recently; that of the 
merger process to eliminate tax on undistributed surplus. 
ls tax consultant suggested that this process was so costly 
that only large corporations could-afford the luxury of 
beating the income tax this way. 

To illustrate my point that our affluent middle 
class is a myth and cannot be counted on for much of the 
inereased taxes required, I point to the fact that credit 
buying has increased by 10% per year since 1955. 

In Edmonton, 75% who are breadwinners earn less 
than $5,000, and yet we are supposed to be reasonably up 
in the levels across Canada. 

In my brief I maintain that a capital gains tax 
is socially desirable, advantageous, and practicable. Its 
implementation will be blocked by political parties whose 
: mein supporters arethose who would find such a tax aaaane 
too close to home. In this respect I must commend you 
for holding public hearings on taxation, a vital personal 
public concern. Your findings will not be swept under a 
rug if an informed public demands action on them. When 
the Glasco Commission refused to hold public hearings, I 
predicted it would be conveniently pigeon-holed. Since 
the war, most amendments to the Income Tax Act have been 
more political tnan practical, oftentimes picayune electio 
bait. In this vein, a small continuing commission on taxa 
tion, independent of parties, would result ina more seriou 


attack on the philosophy and content of a system which has 


ANGUS, STONEHOUSE & CO. LTO. 27O5 
TORONTO. ONTARIO dP, 


Secome conderous, and indigestible by tre layman. 
2| To make any tax reforms digestible, Canada 
3) urgentty needs an accounting prefession to provide: 


4) 1. An intelligible bridze of understanding 


| #a 


: between the Government and the Taxpayer. 
| 2. A distinctively Canadian business educa- 
ion with Canadian teminolosy, standards 
and textbooks. Universities, concentrating 
on a single professional body, could provide 


much more specialization in taxation, and 


t 
; eliminate the need to look to American sources 
12, for services. More efforts could be devoted 
‘ to research in taxation, in conjunction with 
14 a profession, unfettered by bisotry anc 

| 
15) prejudice. 
16| I feel that we should be able to have an accoune | 
17| tin profession responsible for our economic neaith, the 
18] sane way as we have a medical or & legal profession. Tf 


legislation we are going to need. 


21 If the public is ts buy your récommeéndations, 


22 job in public relations is necessary, and each taxation 


=e am = ae ac _ 
a public who cam mo longer expect the assessors 


251 be helpful, according to a recent Acpeal Board decision. 
26 |: 
| 


~ 


t = *~ 7 =7 | + 
27 t have tried to deal with generalities as I feel that a 


28 | Royal Commission should avoid trivialities, better handled 


29] by politicians. 


3 I discussed this with McIntyre in Cttawa. He 


think the sooner we realize our responsibility, the less 


Human and civil rights are often involved in tax srocedure 


es 
\ 
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liy point is there are huridreds of cases I would like to 
deal with policy on taxation. I can't possibly go to our 


district taxation officer and then go back to him on 


| business deals later. 

According to a recent Appeal Board decision, I 
7| feel that we are getting into a hot war instead of @ cold 
Wee between the public and the taxing officers, if the 

9| assessors are not even to be helpful. I feel that there - 
10; are human and civil rights involved in these tax proce- 


i 
21 t have tried to be more general because I feel 
| 
: 
BES peorle should deal with generalities and let the 


accounting profession implement them. Thank you very much, 


| 
15 | THE CHAIRMAN: Thani you, Mr. Welsh. Well, I 
| 
| eink we have got your point all right. I think I under- 
i 
17 ctand it. I don't think we have any more questions, Ilr. 
18) “elsh, but we thank you very much, indeed, for having 
19|| put this before us and very ably presenting it. We are 
20)) =uch obliged to you. Good morning. 
| 
ZA) 


B/apw 4 


2 


3 


23 | 
24 | 
25 


26 


27 
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THE CHAIRMAN: Mr. Secretary? 
THE SECRETARY: The next brief, Mr. Chairmen 

and Commissioners, is being presented by the Farmers' 


Union of Alberta. Mr. Edward Nelson, President of the 


Farmers! Union of Alberta, is here before you to speak | 


to the brief and on his left is his assistant. Mr. Harper. 
I would like to enter the brief into the record as 
Exhibit 151. 
--- EXHIBIT NO, 151: Submission of the Farmers' Union 
of Alberta. — 
SUBMISSION OF THE FARMERS' UNION OF ALBERTA 
Appearances. Mr. Edward Nelsen 
; 3 Mir, wm, Harper 

THE CHATREHAN: Thank you, Mr. Secretary. Good 

morning, Mr. Nelson and Mr. Harper. We are glad to have 


your submission which we have read with interest. Before 
proceeding to questiorsis there anything you would like to 
say to us? 

MR. NELSON: There is only one thing I would iik 
to say. 

‘THE CHAIRMAN: Stand if you wish to or not. 

HMR. NELSON: There is a correction that I mus 
make to bégin with. It is on page 3, a typosraphical 
error. There is an ‘2' in the first parasraph. It 


should be over 40% instead cf 240%. Another correction, 


ae tr ce I tp POE REI rip tin Sin tt ERD 


No. 12 on the same page, I think, would probably read 
more sensibly as the steady rise in land taxes although 
it is not entirely land tax. I think the emphasis shouid 


| 
| 
| 
be on land tax. I just want to add, while it is the 


| I could have got reference to at least half-a-dozen 


ANGUS, STONEHOUSE & CO. LTD. 2708 
TORONTC. ONTARIC 


policy of our organization to support the principle of 
capital gain taxes we didn't include it in the brief 
because there is a question in the mind of farm people 


as to the application of capital gain taxes. I was 


| interested in tne discussion you just had because it is 


part of the probiem that farmers have. 

The one thing that is the main concern is that 
their life's wor'c and the normal increase, the inflationar 

increase in our social structure should na&dbe classi- 

fied as capital cain for taxation purposes in this way. If 
it is possible te cvercome this situation ae be quit 
slaéc to have some form of capital gain. 

I just want to add, since some discussion took 


Dlace on estate tax - discussion this morning - I think 


people here, if I had thov-nt of it. I know of at least 
a few instances where people have had to liquidate assets 
at a time when it was very difficult to do this sort of 


thing and it has created a problem. I think that is all 


se eeiciymseae tenets teerstnenpiereen atte tn a ernest int 


~~ 


I can add. 
Ye only have tried to make a very general 
submission. First of all, we are not, in general, opposed 


to taxes. ‘le don't believe that the tax dollar is anythin 


of less value than anything else. Of course, we support 


the submission of the co-operatives on taxation of co-operd- 
tives. . 

THE CHAIRMAN: Thank you very much. I think 
before we get into this I might ask you one or two ques~ 
tions about capital gains tax in the United States. You 


left yourself a little open; perhaps notwholly. I am 
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F3 4| curious as to how ome could proceed to a capital gains 


g| tax and in any wey rationalize the exemption, the added 


4 back to where the farms are the trees and the products 


of the farm are the fruit and we left out a tax on trees. 


tn 


Now, te bring it back into tax we can't tax 


i=.) 


3 Value to farms. The principle we operate on really goes | 
| 


7| everything except a farm - a farm would be one of those 
g] things which would be lfable for tax on capital gain if 
g| there-was a tax on capital gain. When I am talking about 


10] 2 tax on capital gain I am speaking about what I believe 


11) 1S properly capital gain, that is the realization on inve si 
12 ment, not trade, but realization on invistment, om, ik ea 
13| like, the tree as opposed to the fruit. 

14 With further development of that I would have 

is] thought that the taxation of farms would fit right into 

16| @ tax on capital gains. I would be glad to hear arsumert 


17 why it shouldn't. 


19|| is that tne farmer is probably a littie different. “e 

tt 

K 
ie like to believe we are different, but = believe essen- 
2i) tially that the farmer is different in this way: that 


the capi ee cain - the capital asset is a result of 


i MA. NELSON: I think .the only argument really | 
| 


continuous input in labour in various ways which become 


the only method of saving that ne has. In other words, 


25 | ail his life's earnines are part of this cperatiion and 
26| probably more so than in any other type of business, and 
# 
27 for that reason some recognition should be taken of it. 
28] We didn't want to deal with it; we are not prepared to go 
29] into details. 


THE CHAIRMAN: I could think of a good deal on 
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the other side of that argument, but as you say I think 


hould perhaps stop there. It would be an interesting 


| matter to continue the discussion. I nope before we 


ecemplete this Job we will receive a lot on that because 


I think it is important. ‘We would certainly like to know 


more about the need for liquidity in estate tax with 


recard tc the farmer, and I can certainly understand 


there could be sreve difficulties there. Like everybody 


| else, t don't understand why the farmers can't 


provide for it. Are there special conditions there that 
maxe it more difficult for the farmers to provide for 
h taxes than other people? 

IR, WELSON: I think that is essentially the 
numan element that is involved. It is so easy to invest 
che canitel in operating, in operations on the farm. It 
coesn't leave nim enough to put inte life insurance or 
anycnins eise. I think the tendency is to put all your 


earnin vs anc savines into your operation; either in ; 


’ 
t 
f 


| cattle or -achinery or part of the operation, and for that | 


| reason I think it is the normal toning for a farmer to do. 


zt it probably not a custifiable thing but it is just one 
of the trincs They nora) iv do. 

COILIISSEIER PERRY: Like most other people they 
prepably think they are immortal. 


COMMIISSIOUER WALLS: In your submission, on page 


HC, your paragraph 2, you state tne farmer has generally 


+ = ba fot “= 


little voice in setting the price of his produce. I 
would lixe you to enlarse on that because there has been 
a statement mace that traghMarketing Boards the farmer does 


set the prices, Is it not a fact that there are only two 


«~ t 


* 
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age some grains 
F534} products: ~ under the “heat Board, and mili under the 


2| provincial milk marketing legislation? - 


3: 


| 
| 
| 
| 
4 MR, NELSON: Actvaliy I would even question | 
5] whether the price is actually set in those instances. 

6 The price they collect is the smelt price; that is some- 

7 thing in relation to the world market. It is a price 

| that is not set according to the cost of production or 

g| any of these items. There is nothing of this nature that 

190 enters into it. 
11 COMMISSIONER WALLS: There is a difference 

12| between that and the 70-odd producer marketing board where 
13) they have no control of the price of the product imported or 


product 
yafehe price of the — coming from outside the controlled area 


15 MR. NELSON: This would be true. 
16 COMMISSIONER WALLS: Therefore in your opinion 


17; do producers' marketing beards have very much say in the 

1g|| price that is set? 

19 ME. NELSON: I would say very limited, parti- 

20) cularly in any of these marketing boards tnat are resional 

21) in nature, I doubt if the national marketing board would 

22|| have very much say in it. 

24) policy with respect to hogs in Alberta - the price? 

25 | MR, NELSON: We have the same policy - it is a 
i 


26 | national policy. 
i 


27 | COMMISSIONER GRANT: It is national ~ national 


28 | stabilization. 
29 MR. NELSON: It is based on a hundred hogs or 


| 
\ 
93 COMMISSIONER GRANT: Have you @ stabilization | 
| 
j 
30 less and only applies if the market price goes below 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO 2712 


FO 4] stabilization price. 
2 COMDSISSIONER GRANT: The same applies for eggs? 
ER. NELSON: Yes. 
| CO:IISSIONER WALLS: In paragrach 13, on page 3, 
i you draw attention to the high percentage of your income 
| that coes for property tax; roughly 5% of the farmer's 
gale ineome for the 1940's, and now’ it is almost twice 
that amount. Have you had any means to compare with the 
urban citizens in this province, how their tax relates to 


income and what amounts cf rise that they have had in 


| conrarison fo those of agriculture? 

12 iiR, NELSON: We didn't make a study ourselves, 
13| Professor Hanson of the University of Alberta made a 

14) Limited study tvo years ago in which it was shown quite 
conclusively that the farmers’ percentage tax-wise was 


| 
16 much nigher than the urban was, I think lr. Harper has 
| 25 we have the figure here. This is one ve are not 


1g) ent-rely famiitar with and we haven't studied it as we 


19} should have. 


THE CHAIRMAN: ‘When you said tax did you mean 


iiR. HARPER: Yes. 


THE CHATRIIAN: Could we have a copy of the 


iR. HARPER: Iam sorry. I found I didn't 
bring it but I will see the Commission gets a copy. 

THE CHAIRMAN: Thank you very much. On page 3, 
in Table 1, I think it is, you deal with the diminishing 
net farm income and the diminishins proportion of net to 


gross. That left me wondering about per capita farm 
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F7 1) income. Would it be diminishing or increasing? I would 


2 
3 
e 4 


5 


at oo 


‘oO 


— 
Ww 


; farmer is also increasing? 


Suspect increasing. 
MR. NELSON: Mr. Harper is a little bit more 


familiar with this table than I am. I will let him 


i 
| 
answer the question. 

MR. HARPER: In reply to that question, sir, 
the income of the larger farms is increasing. 

THE CHAIRMAN: You say it is increasing? 

MR. HARPER: It is increasing in total. That, 
of course, proves little or nothing because his expenses 
likewise go along with this. There is, in other words, 

a steady decrease in farm population and as a result the 
land stiil being farmed, farms in general, have got larger 
The -income of the smaller farmer is steadily _ ae oa 
per pergon and this is why they are moving off the farm 
and the farms are getting larger. 

THE CHAIRMAN: Would the farm popula 
tion not be Aaieiine at a greater rate than the net 
farm income is diminishing so the per capita return would | 
be greater than it used to be? 

MR. HARPER: Yes, I think that is prebably true, 
although it is comparative, the group of large farmers' 
gross is increasing and the large group of small farmers, 
their per capita is decreasing. 


COMMISSIONER WALLS : the pr capita investment per 


MR. HARPER: Yes. That is the point I was 
trying to make, His cost likewise is increasing and the 


proportion of cost to income is not improving; rather the 
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i] reverse. 

2 MR, NELSON: Actually the table does show the 
3) table of per capita income. 

4 MR. HARPER: Yes. 

R. NELSON: The figure there of $1,993 million 


in 1°40 to $3,040 milion in 1961 - the income still remains 


very much the same although a more’ conclusive study that 


i asain was made by personnel from the university indicates 
| that there is a very clear distinction in groups of 

‘ol fermers, and this breaks down the middle. About haif of 
11 tne farmers show considerable increase in income while 


12/ the other half show considerable decrease. 


13 | THE CHATRIMAN: I am puzzled as to what you said 


a minute aso about this per capita. Table 1, and I refer 


\ 
| p 
15| t2 the heading Farm Income in millions of dollars - that | 
{ 
| 
16| is nov per capita? 
17 iiR, NELSON: I am sorry. 


18 THE CHATREAN: I don't think the other one is, 
| eitner. 
io iiR. HARPER: No, it is not per capita. 
‘| PR, NELSON: No, I am sorry. 

| COIMILSSIONER GRANT: Of your 26,000 members of 
23|| the Parmers' Union, would you give a rough estimate as to 
24 how many would be classed as small farmers? 
25 iiR, NELSON: That is very hard. ‘fe have no data 
26) All we go on is personal contact, personal easat edie! I 
27) find that the membership is made up of a pretty general 
28 | cross-section. In other words, we have membership that 
29), is composed of farmers that would be classified in the ver 


30} hich incore bracket, and membership of farmers in the very 
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1] low income bracket. I would say it is pretty well a 
2| general cross-section of the farmers. 
COMMISSIONER GRANT: That is what I was leading 


ANGUS, STONEHOUSE & CO. LTD. : 
é 
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up to. ‘when you say a large farmer, would that be on the 


| 

§| dasis of acreage? 
| MR, NELSON: No. 
| 


7 COMMISSIONER GRANT: Or om income. Im other 


words, a man specializing in hogs and poultry could be 


8 
gj in the category of a large farmer although he actually 


10| 


owned a smali acreage? 
1i MR. HARPER: That is right. 
42 THE CHAIRMAN: I would like to go back to thts 


13) per capita matter again if I might. I was thrown a little 


14 Dit by your suggestion that this was per capita. 


15 MR. NELSON: I should have kept my mouth shut 

16) and left it to Mr. Harper. 

17 THE CHAIRMAN: If this were per capita what woul 
18 the results be? I could tell if I knew what the farm 


ais ea was, which I bebeve is diminishing fairly 


| rapidiy. 


21| MR, HARPER: One-and-one-half percen* a year, 


and this ia unchanged since the beginning of the war. 
23) now have something like 58,090 in what are mown 3s 
{ 


commercial farms in Alberta. At one time, about 25 years 


Ee a Ot LN CEE I er th SP A et ws 


24) 
25 | ago, this was around abcut 30,000. 
q a ——5 9 Ht rs =f 
26 | THE CHAIRMAN: ne average size of the farm 


ae be that much proportionately larger or even more; 


i 
‘ 
( 


28 | the acreage in proportion would be at least as great? 


' 
| 
| 
29 MR. HARPER: Yes, I would think a little more. 
COMMISSIONER GRANT: These farms that have been 


G/R/dpv25 
26 
27 
28 


29 
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vacated - have ther been absorbed by the larger units 
or abandoned? 

1. HARPER: No, they are not being abandoned. 
They are being absorbed. The neighbour who has fairly 
expensive ecuipment to keep, feels he can handle another 
quarter sect_on with the same equipment so he picks it up 
as soon as he can get it. 

COITIESSIONER PERRY: I have had difficulty to 
accert your sweeping statement that business can pass on 


all its tax and the farmer can't pass any of his. ‘le 


have had evidence before us which has disagreed violently 
as tc how much tax business can pass on. You say the 
consumer actually pays the tax because there is no other 


source from whiecn it can come. It could easily go back 


acainst tne sharenoliders, to the shareholders of the 


rR, HARPER: If this business is going to remain 
ecormszetitive and keep their shareholders they must, after 


all, in the last analysis, pay shareholders reasonable 


| returns on their money or they wouldn't stay there. 


COIZITSSIONER PERRY: Quite right. -Shat is one. 

of the problems encountered. In other words, you have 
in which 

medc this assumption I don't believe, in view of the 
wide Giversity of opinion as to what does happen to tax 
on business - it is even claimed by some experts in a 
short run tax charges cannot be passed on at all. I know 
you are tninking of taxes on commodities, sales taxes, 


but he prime tax on business is the corporation profits 


tax, the result of which, under some sets of circun- 


i?) 


tances, is that the shareholders earn considerably less 


ANGUS, STONEHOUSE & CO. LTC. 


TOROMTS, ONYARIG OT1LT 


G2 | than they had expected to earn, simply because the tax 
2 could not be passed on in prices. 
} MR. NELSON: Isn't the reason that the tax is 
£ not passed on, in some instances, merely the competition 
; within this type of business, and that if this were not 
6, so, it would be recovered by higher prices applicable 
7| to the business concerned? 
| COMMISSIONER PERRY: There would be 4 great 


10 THE CHATRMAN: But the reasons you give your- 
11) seif mignt be extremely good reasons. In the case of some 
12) corporations, the prices © are set outside of Canada. 


13| in world markets, and there are many in ~* industry who 


14] sell- their products outside of Canada. 


15 COMMISSIONER PERRY: On the other hand, I 

16] would suggest if the prices being paid to farmers were not 
17|| giving nim reasonable compensation for ali his costs, 

18|| including taxes, that the rate at which the farm popula-- 
peton was reducing would not be 14% a@ year, but 100% a 

20) year. 
wil MR. HARPER: There is the fact, of course, the 
farmer ae ite choose his siternative, He couldn't very 
well walk off. What would ne do? 


| ia ianie pena = ae ry 
COMMISSIONER FERRY: In the Long run I suggest 
this part of 
ae 
| 


tne @conomy must have its ¢ 


oO 


| 
g| variety of reasons as to why it could not be passed on. 
| 
| 
sts met, otherwise it would | 
not survive. 
27 MR. HARPER: I am reminded of the remark that 


one farmer made a short time agc. I discussed this with 


29] him a year or so ago, and he said, following the loss of 
— 80, R crop through bad Fall weather, that he had lived for the 


| 


| 


o 
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past year on the paint off his barn. 

In other words, a farmer can allow his capital 
assets to depreciate for a very long time and continue 
farming > This: is the point: 

COIZTIISSIONER PERRY: It can't go on forever and 
yvour implication is it does go on forever. 

MR, NELSON: Unfortunateiy. I think it goes on 
for moss of the lifetime of quite a few farmers. The 


oniy means of livelihood they have is what they do with 


| thetr bare hands and it's sort of a survival program 


| which I cGon't think any other part of our society would 


COITIISSIONER GRANT: For the benefit of the 
Commission, I wonder if you would review the aie of 
che farm which are now influenced by orice stabilization? 
Graimeis one: 

IR, NELSON: I am not so sure that grain is 
limited» in eae world stabilization program. In the world 
wheat agreement it is part of it, but outside of that 


there isn't any. 


COITIISSIONER WALLS: I think what Mr. Grant 


is tettine at, srain is listed under the Price Stabilizatio 


Set but has never been used. There are a number of 


i oroducts that are listed that have never been used. 


COMMISSIONER GRANT: For instance, in the 
United States very recently they had a vote as to whether 
or not they wanted a fixed price, did they not? They 
dec_ded they did not want it. They wanted grain to find 
its own price level. 


Now, you nave price stabilization with respect 


10}; 
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tion. Again, it's a type of support program that zuaran- 
tees that for a certain quant _ty of a product you are not 
going to get less. 

COMMISSIONER GRANT: Eggs are in the same 
category? 

MR, NELSON: Yes, but again not a stabilization 
price. 

COMMISSIONER GRANT: Then you have fluid milk 
which has a fixed price? 

HR, NELSON: That is’ rignt. 

COMMISSIONER GRANT: There is no fixed price 
with respect to beef?- 

MR, NELSON: Well, it, too, can come uncer the 
Stabilization Act when it gets below a certain fissure. 

COMMISSIONER WALLS: But it never has? 

MR, NELSON: No. 

COMMISSIONER GRANT: Your objection, then, to 
the fluctuation in the price would not be corrected by 
bringing more products under this orcsram? 

Uh, Meooee: “so. s LD CnIAR 36s "a question of 
how the prosram is administered. This would ote the only 


thing. 


COMMISSIONER GRANT: Would you want it extended? 


tance, pork. It is limited na: to the 
first 100 pigs that are marketed, ‘ould you want it 
extended beyond that? It was extended beyonce that, and 
that gave rise to abuses, didn't it? 


MR. NELSON: Of course, there haprens to be two 


MR. NELSON: I wouldn't call it price stabiliza- 
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points of view on this particular problem, and that is tha 
the question of whether price is going to be a support 
orice, or whetner it's going to be a stop loss price 
nobody, of course, can say exactly where this one figure 
ends and the other one begins. 

As far as our organization is concerned, we 
up-ort the principle of a limited number of hogs, or 
limitec quantity, supported at a higher price; that price 
te Reve some bearing on the cost of production. 
liow, other people maintain that this is an 
incentive to hisher production which, af course, would 
eiiminate tne benefit in the long run, so this is where 

it nécomes difficult to translate, but our policy has 
been to support the product required for home consumption 
at a orice co mensurete with the cost. of production: 
CCISSTSSTONER GRANT: You do say in the brief, 


% my questions are directed to is a sentence in - 
naragraph 3 on pase 2 in which you say that farm income 
is far from stable. 

MR. NELSON: Yes, 

COMMISSIONER GRANT: I was trying to find out 

if the reason for it is that the support prices that 
aoply to certain products are not adequate, 
: Tne stability, of course, is depen- 
eent on the product and farming being what is is, you are 
nenencent on nature and everything else. This nacre 
our propien 

CCID:ES STONER GRANT: Therefore, you are coming 
coum to the exicencies of the weather? 


im, NELCON: Yes, that is part of it. 


| 
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COMMISSIONER GRANT: With that in mind, the 
farmer has now the opportunity of averaging his income 
over a five-year period. 

MR. NELSON: Though this certainly has been an 
advantage to farmers and something that farmers can use. 
Whether it 1s an advantage to them over anybody else, = 
don't believe - I don't think that they gain any advanige 
over anybody else, but it's certainly a just method and 
has been invaluable to farmers as such. 

COMMISSIONER GRANT: My questions are not 
directed to you in such a way as. to try to trip you up, 
or anything of that sort, but to get a better understandi 
of your problem, because I personally am sympathetic to 
your problemsas farmers, but in order to be of assistance, 
we must understand them. 

THE CHAIRMAN: Moving on to co-eperatives, which 
I see you make comments on: you say that it is neither 
legally nor morally justified for any increase cf taxation 
upon co-operatives. 

I would assume from that that you are not 


quarrelling with whatever taxes now f 
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You are quarreiling with any further taxes on co-operative 


ae fe SE nen many mon 2 % a ee $> « -~-s 
it is not izmoral nor illegal to fax co-opera- 


4 
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because the co-operative is nothing more than a machine 
designed for the members to serve thenselves. 

You deal with it as though it is an extension 
of themselves, and being of themselves should not be taxed 
as something separate. There is considerable difficulty, 


s you well know, in this area, or you wouldn't have drawn 
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our attention to this. The Canadian tax scheme is to tax 
the owners of business measured by the profits made by 


business, so far as income tax is concerned. There are 


1?) 


ther points. It has been said to us that a co-operative 
is a busines, buys and sells, and if it buys and selis it 
is a business the same as if ttemembers of the ES 
nac incorporated the business to do this in the ordinary 
wey as people not in co-oneratives do it. 

If that is the case, perheps it should be taxed 


along with other people who pay taxes. Of course, the 


other, side of it is, if they are taxed on income, they 


| ean price out; reduce their prices. It certainly makes a 


measurement very difficult indeed. Before we get 
to measurement, I have some difficulty with the principle 
as to why co-cperatives are not paying taxes. 

IR, WELSON: I am not prepared to go into a 
long-winded statement and philosophy here today, but I 
thinic that orobably eventually tnere will be a clearer 
Gefinition of the difference between a co-operative and® 
the private type of business. At least, © feel that this 
eventually will come about, and until this I yuppese that. 
the clarification will be rather difficult, at least in 


tre minds of tnose people who are not directly connected 
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o-operative. 

Wdoat we nave said here is that a co-operative 
is essentially a machine tnat individuals decide t6 use. 
Now, in our minds the co-operative, for the purpose of 
creating a service, is no different than a business 
macniné, such as a combine or any other kind of machine 


tnat we use, We useit for a specifie purpose. 
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The co-operative is designed to do that specific 
q| -Job-. and is not in the field of finding other means of 
3 making income, or anything like that; just doing tne job 

4} of getting either goods or service to the farmer or in 

5| the marketing field, and w belie that basically it is 


6| designed tc be a co-operativein the same regard as a busi- 


ness is designed to gain income from the capital investmen 


7 
A oe the transaction itself. 
9 THE CHAIRMAN: It seems to me that where it is a 


10} producer co-operative, the benefits of that go back to the 
11] members, and if they are not taxed with the co-operatives, | 
12| they are taxed as members. Would that not be so? 

13 MR. HARPER: We do pay taxes on the actual 
14] return from the marketing co-op, gir. 


15 THE CHAIRMAN: The benefits of that return are 


16) taxed? 
17| MR. HARPER: Yes. On the other hand, the return 
18|) whien vou get, dealing with the market co-op, is simply 

19) part of the price of your goods. You deliver woeat to 4 
Be erik tems co-op. They give you @ price for it, but 


21) they retain a portion of the return to meet tre necessary 


22 marketing costs. 
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23| THE CHAIRMAN: Th 
24| yo pay? 
25 | MR. HARPER: Well. yes, exactly. The higher 

\ 
ae Fines, the more taxes you pay, and when the deal ig all 
2 set ap, you get back aryreturn of that maney which they 
28 made, wnich they did not need in order to provide for the 


29! service of marketing of the grain. That is part of your 


tax and is declared on your income tax return and every 
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GO 4) farmer pays taxes on it, 
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5 members a better price for their living requirements. 


| quality and the same price as you got last year.” You 
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THE CHAIRMAN: Consumer co-operative seem to be 
nt with far more problems because what the consumer 


co-operative is doing is endeavouring to secure for the 


Livins requirements are something apart from taxation. 
They are not deductible from tax. © Therefore, to the 
extent theyreduce their living costs, because this one is 
better off, I would nave thought consumer co-operatives 
be looked at having regard to the price it sells 
between the co-op and the individual, as to whether tnat 
siould not be a measurement there, which is the market 
test, or somethninz very close to a market test. 


IR, HARPER: May I try to draw an analogy, sir? 


THE CHAIRMAN: I wish you would help here on 


IR. HARPER: Let us assume that a busine ssmari 
nandles men's suits, and’ he sends one of his employees 


Goun tc Eastern Canada and says, ‘I want you to buy me 


from a manufacturer, 1990 men's suits of an approximate 


will, therefore, be able to pay up to $50 a suit. This 
man comes back, naving bougnt the 190 suits, and he 


says, ‘I made a very good deal. I got them for $45 


instead of $50." I don't think there is any justification 


uny thuis businessman should pay tax on that $5 but this 
ig precisely wnat a co-operative does, 
We can set up a co-op and we say, ‘We want you 


to get us certain materials which we will require, and 


1 


here is the money to get them," and when the deal is over, 
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G1O 4) the co-op says, "We managed to get them at slightly less 


22 


| 


than that, Here is the remainder of your money back.” 
The money never belongs to the co-operative 
in any sense of the word. The money was always the 
members! money end. the co-operative is accountable to the 
memoers for every cert: of it and must return it. 
THE CHAIRMAN: How do you support the fact 


a co-operative is not an organization which did own the 


article? It seems to me that the co-operative is an 


organization that went out and bought that. The individu 


didn't; the co-cperative bought it. 

MR. HARPER: This is a matter of procedure, sir 
~ THE CHAIRMAN: Yes, but procedure is important 
in these sill aie 

MR, HARPER: Basically these goods are provided 
to meet the needs of the members who own this entire 
set-up. 

MR. NELSON: It seems to me that the main 
problem here would be that because of the sccisty, the 
“celia that we live in have certe concepts of busine ss 
practice, and Since the co-operatives are not changing 


this, te any great extent ~ but this does not mean 


93\\ Co-operatives couldn't change. It could use a different 
i] 
ih 


94|i)method entirely. 


4 


A member could say, ‘Well 


|? problem in that the gcods hecome identified with an 


Bee ation,” Simply pecause we use the old method, then 


28 


we would turn around and say, “We will change this whole 


29| process and hire you as an intermediary of some kind.” 


THE CHAIRMAN: As an agent. 
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MR. NELSON: As an agent. I will give you so 


, many dollars to buy me so many dollars worth of goods, 
| and whatever its cost is, I will add that to it -after 
| the process is all over. 

In other words, the old identifying mark which 
is used when you set a price on a product will cease, 

: This could very well happen. That’ is the reason, it seems 
: to me, the whole operation is a different operation than 

| the normal one. 

THE CHAIRMAN: I wonder if that is more likely 

| to happen with the merchants in the City of Toronto, 

| where I live, becoming co-operatives, because people like | 
myself decide we can get our goods cheaper if we partici- 
pate in the local village stores, if you like, and turn 
that into a co-operative, and pool all our purchases 
there. 

If that keeps on going, of course, we will 
develop the co-operative system to such a point that we 
will greatly change the balance of our taxés, 

MR. NELSON: I think this is possible, but this, 
of course, means that you will find a different tax base. 

At the present time, we are paying income taxes but the 
oniy thine thet I can see that is different at the present 
| time is that the merchant who invests his capital in the 
Lanethens of servicing the general public does that with a 
fe of making a profit on the operation and he rE taxable 
fon that profit. : 

In a co-operative, Mr. Harper, myself, and all 


| other people in the community, decide that we want to do 


lexactly the same thing as that merchant is doing and are 
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1| taxable in exactly the same way as he is and any prefit 


2| that we make on our own operation is taxed for income 


| 
| 
i 
3|| tax purposes. | 
4 If you change the cperaticn from this one | 
5| contract, and spread it all over the total group, it | 
6| Simply means that there may have to be a different appli- | 
7 cation of its income tax and the individual's capacity 

gi to pay will govern whether they are taxable or not. 


9 MR. HARPER; It really comes out to the individua 


i1 he has still paid a dollar. 

12 COMMISSIONER GRANT: I.wanted to ask you, Mr. 
13] Harper, about a previous statemertwhich you made with 
i4| regard te the producer or the marketing co-op in which 
15| you said that the dividend, the patrenage dividend, was 


190] whether he pays. A dollar in taxes or a dollar in _ i 
16| really a part of the price of the product. | 
| 
1 
| 
| 
| 
i 
H 
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You receive that back from 
the producer co-op if you.market your product through the 
producer co-op. Now, if you had the oppprtunity you might 
be able to market that product either through the producer 
eco-oD or through a private company. 

IR, HARPER: You have that opportunity. 

COMMISSIONER GRANT: In which case, if you 
market it through the private company you would receive 
the same price as you would receive if you marketed it 
throush the producer co-op, would you not? ) 

iR. HARPER: Not necessarily. The price 
senerally which you receive is the same. That is to say 
vou sell a Gressed chicken for $1 in either case, but the 
cifference would be that the co-operative, presumably, 
sells this for $1.25 and they may be able to save five 
eents and turn it back to, you. Their operation does not 
include the matter of profit which the other person gets. 
It comes back to you as a portion of the price of the 
product and you are taxable for it. You must declare it. 

COITHLSSIONER GRANT: But not the consumer co-op. 
On the agency basis - you are being over-charged, any 
rebate you get back from your consumer co-op is an over- 
eharge of the price of the product? 

IR. NELSON: That is right. I think the distine 
tion between this in the main is, in the consumer 
ec o-operative the money you use is money that is your 
income and tax has been paid on it while on the producer's 
side it 1s income that is not yours until it has gone 


throush the process of selling. 


COLDILSSIONER GRANT: I was wondering if you 


28 
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example, where if I buy a macnine - they buy the machine, 
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| 
| 
| 
| 


apply the same agency test to the: producer co-op as you 


put to the consumer co-op. It doesn't seem to me it.is 


the same. 

MR. HARPER: Of course, it is the opposite side 
of the picture. One is selling for you and the other is 
purchasing for you, your consumer needs. That is the 
opposite side of the picture. 

COMMISSIONER GRANT: The very fact that you have 


to pay income tax on your patronage dividends received 


from the --- 


MR. HARPER: Marketing co-op. 

COMMISSIONER GRANT: --- would lead me to believ 
that that was more in the nature of a dividend as we know 
it in a corporation than it would be an increase in the 
price of product. 

MR. HARPER: There are co-ops in which you sell 
and you don't get full market price, You don't get full 
market returns. You get 809 -;I don't think that percen- 
tage is set, but say you get 80% on the returns and the 
other is kept for administration. 

COMMISSIONER GRANT: Does, the same agency test 
apply to the producer co-op as you would nig the consumer 
co-op? 

MR. HARPER? I think it does apply. We have 


consumer co-operative organizations, C.C.I.L. is an 


buy the farm machine, They pay whatever price they have 
to pay on that machine and turn it over to me at what is 
the normally accepted going price for the same type of 


machine in the community and the difference is used in the 
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{| mechanics of doing the job. To the extent that this 


2| reduces my cost of operation this reduces my depreciation 


3] charces that I could charge on income tax. In reality 
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applies to the operations income, It does the same 
; 
5| thing. 
| 
| TH: CHAIRMAN: May I interrupt here? ‘Ye are 
7) cealing *n producer goods either in buying or selling 
gj] and if they cote into one's -income +-- 
ol UR, NARPER: Cost. 
10) THE CHATRIAN: And the income is measured by the 
| 


11 refund unless we were dealing in goods which one uses for 
when 
12) his ordinary day-to-day living it would be an entirely 


i 
| 
era matter. It would seem to me that must be where 


13 


cne Gistinction is, and we are dealing with it in consumer 
co-onDe as opposed to producer co-ops. That is the 
eifference. There are consumer co-ops that are buying 
sooaus for your farm activities and t that extent --- 


CCIZIISSIONER WALLS: If you ~ go: into a discount 


ER. AARPER: We cover this in our brief. That 
sour point, 

COISIESSIONER PERRY: If you are in business --- 

COITILSSIONER WALLS: I was talking about 
ecncumers. 

COITIISSIONER PERRY: If you get a business perso 
buring from a discount store you have lower costs, higher 
income, 

IR, NELSON: To me it is as simple as this: it 


is a question of decisions you make as an individual. If 
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| I, as an individual, with other individuals, want to 
| reduce my cost of living by this method, it has nothing 
; to do with the operation itself as far as taxation is 
| concerned, f am stili an individual and taxed aS an 
| individual. A person who decides in Ris wisdom, cr other- 
wise, to createa service and use that service as a means 
to make a living, he is taxable as an individual om the 
| profit he makes in that operation. Those are th ifferenc 
|} as we see them. — | 
THE CHAIRMAN: We have your viewpoint. I think 
we understand it. We thank you very much, indeed. It 
is a most helpful discussion. You have advanced our 
thoughts unquestionably, and that doesn't mean you have 
| advanced them in the way you wish them fo go, I am not 


soing to say that. We will certainly give consideration 


to them. It has been a very helpful morning up to now, 
17] Thank you very much. 


18 We will break for three minutes. 


20; ~~- Short Recess 


2i 
42 THE CHATRMAN: Me. Seeretary? 
I THE SECRETARY: Mr. Chairman, the next brief 


74 is being presented by Mr. A.M. Holmes of Edmonton. Mr. 
45) Hoimes is here te speak to his: brief which IE shail enter 
26 into the record as Exhibit i152. 

27 | 


28 | ~-- EXHIBIT NO. 152: Submission of Mr. A.M. Holmes. 


ae near tenet Meenmemerennn suf mamma 


ae Fo TS RR ESRI EY EE SET 


{9 


arena ee oc A. 


fpr tonne perenne at A A A Ef 


ANGUS. STCHEHOUSE & CO. LTD. 


TORONTG, ONTARIO 2732 


SUBMISSION OF MR, A.M, HOLMES 

2 THE CHAIRMAN: Thank you, Mr. Secretary. Good 
3] morning, Ir. Holmes. Before starting would you tell us 
about yourself and your connection with tiieatibn Yo hie 


| you came to have a deep interest in it? 


WR, HOLMES: I ama chemist, sir. I am strictly 
a taxpayer. Over the past years as I made out my tax I 
have had certain questions in my mind as to why they were 
this vay. © It seemed to me that they weren't always 
Gidn't always seem fair or equal and when this Commission 
vas formed I thought maybe this is the time for me to 
speak. It is strictly as an interested citizen. 

THE CHAIRMAN: We are delighted, as I said 
before, to hear from you. It is a pleasure to us to know 
the depth of your understanding and the effort you put 
into this matter of taxation. > 

IR. HOLMES: Thank you. 

THE CHAIRMAN: You put down fifteen recommenda- 
sions here, all of which I think are pretty desirable. ™ 

“Equality of treatment for all taxpayers" - 
equality of treatment is a very hard thing tc# measure 
as you recognize perfectly well, and every time an incen- 
tive is granted we upset equality. I don't think you are 
saying there should be no incentivesin taxation? 

MR, HOLMES: No, I don't say that. I was thinking 
more in the personal field, personal income toes! 

THE CHAIRMAN: You are thinking of equality of 
burden? 

MR. HOLMES: Burden and exemptions - expenses. 


One of the things that bothers me is that, and there was 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO. ONTARIO 2133 


| was allowed $2,000 exemption on his automobile. I think 


this doctor was an anaesthetist and all he did was probabl 


drive from his home to the office, to the hospital. It is 


| not as if he was calling on patients and driving from 
house to house, which I think would be an acceptable auto- 


| mobile expense. 


With the practice - and using doctors ag an 


— 


example, with the doctors becoming very specialized - 
doctors make housecalls no more and yet they still have 
the advantage of car expenses or travelling expenses 
which the citizens don't have. 

THE CHAIRMAN: He may sisi had to rush off to 
a call at the hospitai and as such needs immediate trans- 
portation. 

MR. HOLMES: I may have to rush off to my plant 
if it is going to blow up. 

THE CHATPMAN: dea being on salary, are not 
entitled to dduct. hecnetilne expenses? 

MR. HOLMES: Right. 

COMMISSIONER GRANT: If the anaesthetist was on 
salary do you think he would be able to deewet that auto- 
mobile expense? 

MR. HOLMES: I don't know. 

THE CHAIRMAN: I think the answer in the Act is 
no. 

COMMISSIONER WALLS: I am rather disappointed 
that the two farmers that appeared before us are not 
still here. They would have been quite enlightened by 


your statement on tle first page that they can charge for 


businessmen and some apply to farmers. I think primarily 
with farmers, my argument there is that if they have a 
hired man he can do any work around the farm in connectim 
with home repairs, building a garage, or anything like 
that; even making a lawn for the farmer in his front yard, 
and the farmer can still charge for this man's wages as a 
farm expense. 

If I build a garage or repair the lawn and I 
hire somebody to do this for me I can't charge this as a 
necessary - as an acceptable expense, 

THE CHATRIAN: I think -you have a point. The 
difficulty.is, of course, I presume, and I am not an 


assessor, in achieving perfect assessments in these 


2734 
elothing for work. I don't 
think they know anything about that. Would you care to 
enlarge on that? i 
MR. HOLMES: I didn't mean - I tried to make 
that general statement. Some of the things apply to 

COLIIESSIONER WALLS: With regard to the house- 
keeper, do you feel it would be more fair to deduct abe 
salary that you would pay to the housekeeper as an expense’ }~- 
against your wages rather than carry over the $1, 000-éxemp 
tion that you had when your wife was alive? 

MR. HOLMES: I think the $1,000 doesn't cover 
very much in the way of a housekeeper, 

COMMISSIONER WALLS: Wouldn't the. $1,000 
exemption be about the equivalent of a $3,000 income? 

| IR. HOLIES: I don't see that. tf I was tn 


$2,000 for a ‘housekeeper and only getting $1,000 exemption 
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think I have lost $1,000 somewhere. 


| 
| | 
2) THE CHATRMAM: I think he has got a point. Do 
gi you want co say anything more? | 
4) COMMISSIONER WALLS: The only point: it seens to | 
s| ne if you get another $1,000 exemption off your salary | 
| would that not be equivalent on the tax of $3,000 of | 
H 
| imeone that you would have paid out? 

MR, HOLMES: I see what you mean, yes. 
COMMISSIONER WALLS: So in reality there isn't 
too much difference between the one and the other? 
MR. HOLMES: I think there would be a difference, 
THE CHAIRMAN: I don't think we need to proceed | 
of with that. On the matter of interest TI an a little | 
- pageolin thought I-understood. ‘Je have to ramember i 
15] 2 company's income - paragraph 4, deducting its interest ; 


i 
16) 2% has got to deduct its interest to arrive at its income. 
deducting 


—_ 


17| You can't have income without interest. in the case of 


1 the individual that is not so at ali. The individual has 


e 


19|| presumably incurred interest charges becanse he has 


29} borrowed money for pergcnal expenditures or for some 


picture of what we ere doing if we knew exactly how much 


gi interest we were paying. If have heard some talx that newl 


2 | 

othe:' reason. but mot ta earn his imeome. Ian's: there @ | 

| 

t 

} 

4 Spal couples starting up @ household shouid | 
it 


ceftT some 


Qo i 
27 | ad dditional tax relief one way or the other, either bj 
9g | additional exemption - I was thinking if they were allowed 
29 to charge more interest on buying a new house and this 


‘ 


would, over the years, gradually get smaller and smaller. 


Pe, 


+ 
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This would be some sort of graduated relief rather than 
saying, Jell, okay, for five years we will.altow you 


an additional $1,000 exemption.’ I don't think this 


4 t:oule be very satifactory, but if you were to allow - 


you micht be discriminating against variaus peopie. I 


think with young people starting to have a lot of expenses 


| yvouns children, and all that, this might be a very good 


way of allowing this graduated relief for these people. 

THE CHAIRMAN: To mcourage home ownership. 

MR, HOLLIES: Well, to encourage home ownership, 
unich, according to some authorities, is desirable or home 
building, for tne economy. 

THE CHATRAN: I suggest we already do that, 


tO some extent. Perhaps not to the extent you would like 


4 


+ 


| but I ould think if mortgage interest was permitted as 


fe 
@a deduction, we would have to do what used to be done in 


Great Britain: namely, impute income; all the monies 
investec in that house, in order to achieve equity be/;1een 
the nouse ovner and the man who lived in a rented apartmen 
Richt now, I think there is quite an incentive 
to cim your own house, if you don't have to borrow all. the 
money to put into it, because you then cease to pay taxes 


would j' 
on tne income which vou derive fron the money, If ; 


it were not in the house ‘would be is income-bearing secu- 
itiee, or income-bear:ing properties, so that in order to, 
palence tnat, there has been in other countries euuiee 
acnieved by imputing income, co the money in the house. 

if you Go that, of course, and if you have to 


borrow the money, then you must deduct the interest on the 


mortgage so that we already weigh things in favour of the 
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t2 ) home owner; perhaps not very much, 


2! HR. HOLMES: I was thinkins of this ease: if 


aa 


3] were to buy a second house, and were to rent it out and 

4] take a mortgage on it, I can deduct the interest chat I 
pay on that morteage. Then I think, “Well, if I can do it 

6/ on this house, why can't I do it om the pau Tam Living 
| 


| in?” 


8 THE CHATRHAN: You must understand the house 
gi you have gone and bought te rent out is an investment, — | 
10 tO arrive at the income from that investment it is season 
il sary to deduct the interest. 

12 MR. HOLMES: I prefer to think of trying to run 
i3| a family or home as being in the sare way as a corporation. 
14) You-get certain money coming in. 
15 THE CHALTREAN: You wouldn't vay any taxes, or 
16] income taxes. You would onlypay on what you save under 
17), these circumstances. 

128 PR, HOLMES: I would say if the family or the 
19) home omer would pay 52% taxes over and above ali his 


u reasonable expense, he would be very well off. 
| 


cern te MLE ES NR GR ag enh ay ee ht en ieR nenE ATK / 


21) COMMIESSIONSR WALLS: I see you also want te make 

val the taxpayer imowledseabie of what ne is paying out in the 
q 

93 way of taxes. ‘inat real advantage dees © mave to buy an 


* ey 


silane for S2 and pay 2 


tates ; % + Toe = 
cents tat as against paying 


ie | 
@ 
G 
a 
a 
4 
iz 
a) 
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re) 
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27 an irritant you are rubbing 


MR. HOLMES: That is a matter of policy, of 


course, but my personal feeling is I think the Government 


8 
er 
p 
@ 
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4s spending too much money. That is my own personal 
opinion, 

COMMISSIONER WALLS: That is outside our terms 
of reference. 

MR. HOLES: That is outside your terms of 
reference, but I think if the taxpayer knew how much he 
was paying in taxes at every turn, then he would not be 
oulte so anxious to vote in veople who are going to spend 
more money under the suise that it is not going to.cost 
him anyehning, 

If I saw the price of cisarettes go up 2 cents 
@ packace and I sav that that tax was added on - that 
shat was 2 cents added on to the tax, then I would know 
I vas the one that was paying for it. 


COMTILSZICUER WALLS: How would you know how much 


IR. HOLES: I wouldn't imow that. 

COLILSSIONER WALLS: Do you not think, af oe 
are soing to apply this philosophy, it must be applied to 
all the taxes and not just part of the taxes? 

mm. HOLHES: Yes, I would go along with that. 
If you can find away to let everybody know how much tax 
isc being paid by everybody, I would be in favour of that. 
THE CHATRAN: Why concede the point that you 
must show all the taxes? It is desirable to show all 

che taxes, perhaps, but under what you say here, you can't 
do it. ‘why not snow what taxes you are able to? I think 
you are being a little too generous to li. Walls, aren't 
you? 


IR, HOLMES: I think I mention that in thebrief, 
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that all tne taxes should be show that are capable of 


being shown. 


THe CHATRMAN: I thinx a lot of pecgle - if 


aemyree 


they saw that a package of cigarettes, as you say, cost 


crt 
ct 
cy 


36 cents, perhaps ~ . ough . know they are paying 21 

6| cents in taxes, if that is so. And also when you buy a 

7) bottle of whiskey, you want tc <nowif yuare paying most 

gi of 1t out in taxes. I don't know whether we ail stop and 
g| think about it every time we buy, but perhaps it is an 

10) irritant. Perhaps it is a good irritant. It is a matter 
11 of philosophy. 

12 MR, HOLHES: I think everybody now knows they 
13 are saying key additioally on building materials, but in a 
44) year from now that will be forgotten and just the price 
15 of a piece of lumber is so mucna, 

16 | COMMEISSIGNER WALLS: I notice just before that 
17| part tn your brief 

rs| you talk about them going back on taxes for six years. 
19 It is now four years. I just wanted to correct that, 


i : : A 
20) except where there is misrepresentation and then, of cours 


SOS » » ener nen ONE oe a eg ee See ee een | ee 
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91) they can, go back as far as they want. 


22| THE CHATRMAN: What is so bad about tax on tax? 
) 

23) WR, HOLMES: I think this is gettla: something 

a cide nobhing, 


THE CHAIRMAN: I* may be misrepresentation of 


a MR. HOLMES: I think so. 
vail THE CHAIRMAN: But surely if the Government is 


i) 
um 


29! zoing to tax, they will put on a rate that will give them 


the same amount of money. It would be the same result 
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i IR, HOLIES: I think if you want so much, take 
2 it 
3 THE CHAIRMAN: You have got a point. 
4 COIZILSSIONER WALLS: I wonder if you could 
st clarify, jumping ahead to paragraph 16, where you said, 


the full amount paid by all agencies should be counted 
| expense. 

7\| as expenses; that is dealing with medical Now, you 
understand, of course, that under Section 27 of the Income 
Tax Act ' if you have a private medical plan, whatever 

10| ¢xXpenses are paid to the doctors under that plan, you 

41)/S10w it as a medical expense in your income tax. So wines 

12 you are trying to set at here is you should charge the 

13) premiums? 

14 iiR, HOLMES: No, I think only that money paid 

15] ouc - what I had in mind more was hospital because in 

16|| these circumstances if you were to have a Blue Cross Plan, 

17| if they were to pay out money on your behalf over and 

18|| above the Government's share, I think the Government's 

19| chare should be counted as well. Right now they are payin 

20 - the Government nays $14.25 a day and I think you pay 

211 52 a day. You can count the $2 a day because that is 

22|| something you have paid out, but you have actually paid | 

93) out 514,25 as well in hospital. 

24 COMMISSIONER WALLS: I wonder how you would do it 

25| in provinces where we have general sales taxes covering 

96| hospitalization. 

7” IR, HOLIES: Through paying that sales tax, 

278} you are paying the premiuns. I think it only should be 

29 accredited to the pres when he is ill, of course, 


30} and when he makes use - when 4liness strikes, that, of 
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4) course, is when he really needs it. He doesn't meed it - 


g| if he pays premiums for 10 years and doesn't need it, he 


3) really doesn't need the relief then. He has not been i111, 


4) but when he is ill, this is when he does need the income 
5] tax relief. 
6 IL also think, from the Government's point of 


yi view, it is better to tax when the money is paid out, or 
gi to give exemption when the money is paid out than to give 
gj exemption in premiums because there are more monies paid 
jo| out in premiums than paid out in benefits. 

af COMMISSIONER WALLS: Im other words, you want 


12) the hospital insurance handled on the same oasis as the 


i entrar haart rere tenes ts en Vasa Sree cea Sen Se SA Veh A 


13] medical insurance? 

ae WR. HOLMES: Yes. 

15 COMMISSIONER PERRY: I think probably the 

16) real test here is whether any allowance fcr medical 

11] exoenses is needed oz justified when you nave an insurance 


1g principle. The original deduction was at a time wher there 


19 was very limited insurance, where it could be catastrophic 


99|| illness which fell entirely om the individual but as soon 


mi? you reach & point where you have so many senemes in 


92) effect, this blow has been smoothed cut ever the lifetime, 


23| then. one could even say there is much less Justification 
a fon Vie allowances at ail. "3 ss 

25 f 

25 | MR, HOLMES: There are a mumber of inevitable 


27 | expenses that families must provide during an iliness for 


2g iiwhich they cannot get receipts. Some of these have te do 


29i;with moral points, keeping the patient happy, which are 


probably just as important. Even driving back and forth 
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hospital has added to your cost, or whether you 


take the bus or your car doesn't matter, but all these 


add un to providing a great deal of inconvenience 


to a family, which you cannot account for just. in 


or medical and if you have these things, they are 
ecause you can set receipts for it and you can 
for it and, therefore, tney would help to compensat 


othex thaines. 


Aig | ines 


eet 


CO ICHNER GRANT: You refer to the tax which 


called upen to pay on a pension wnicn she 


s 
oo 


on the deatn of her nusband, and you refer to 


7 


blicity in the press in that regard, and you 


hat your undersvanding is that the tax is based on 


is meant by “today's 


t 
| 
a 


but I would like to say to you that for 


tax purposes the pension is capitalized on the 
fe expectancy and an estate tax is then 


that capitalization value. Inscfar as the incd*e 


comerned, sne is taxed only on that portion 


J-* 2 
‘sath 


wal 


at. 2sei neces: “4 


You probably appreciate that. I don't kmow that 


oh 13 in your brief says so. 


Se ee 
be A ETD. 


Thanie trots 


TOMER 


ee ae ye PL ap aes eS 


indies alll a Wea) 


GRANT: The second thing, paragraph. 


tie to point out there your objectimis 


*f they have knowledge of the law, may 


@ 


arranzed as to save estate taxes 


you think that the recognition of this 


ts a detriment to the person wno has not knowledge of the 
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Is ;| law and does not so arrange his affairs. 
2) TR, HOLMES: Yes. None cf us know when we are 


5 going to die and I think a lot of this, being able to do 


4 this, depends on having the time to arrange it ahead sf 


5| time. There are certain thines where there ts a time 
! 


— 


6] timit on it - there are certain things done within three 


cso go pepper peters tt eC eter OE Ce EC COCCI L HO TES SEED 


7) vears of death, or something like that, or the tine is 


gi expired on it. I must confess a lot of ignorance in this 


Witice ce 


g| matter. 
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I think if your suegestion 


11; Phere were to be carried out, it would deprive the person 


te 


12) who wishes to give thought to these matters and who says, 
13| I am not here for all time. I should get my affairs in 
oo, Shs The vigilant person is then going to be deprived 
1g | of an opportunity to make use of a law which has been 

16 regarded as a legitimate type of legislation, 

17 iR,. HOLMES: Yes, I appreciate your point in 

ig| this matter but then E wouldn't like to be penalized if 
19) I were to walk out this door and set hit by a car going 
29 across the street. 

21] THE CHATRMAN: You have a way cf avoiding that, 
ae anyoody else has. by consu iLtéing people who are availabl 
jand setting your affairs in order. Any more questions? 


Thank you very mucn, indeed. I am sorry that 
you do not wish to make recommendation on rates ¢ taxes. 
f Mew are ayrtsiniw aonean &s cucersak4 yey % +5 fe wry 
i mney axe ¢sr GaLnr Open oe vecestion. Howe Ver, CNarmlc you 


Tivery much, indeed, for your assifance. ‘We will stand over 


until tomorrow, Mr. Secretary? 


Sete Se ee 
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THE SECRETARY: I would like to read two more 


briefs into the record, ltr. Chairman, if I might. There 
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is a brief here from the City of Edmonton, the Purchasing 
Division of the City of Edmonton, which was received on 
the 17th of July in our office in Ottawa and I would like 


to enter this as Exhibit 153. 
--- EXHTBIT NO, 153: Submission of the City of Edmonton. 


THE SECRETARY: Likewise, there is a short brief 


presented by lr. E.L, Strack of Edmonton, received just 


this week, which I would like to enter as Exhibit 154. 
--- EXHIBIT NO, i54: Submission of Mr. E.L. Strack. 
THE SECRETARY: Our first participant tomorrow 
is the Canadian Utilities Limited, at 9.30. 
\ 
THE CHAIRMAN: Thank you verymuch. ‘We will 


etand over until 9.39 tomorrow morning. 


--- Adjournment 
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Alberta. A few pce esigties to 


extent of operations, such companies 
and public operated plants involved. 


~ 


00 


ste ges ne i 


ee oye ore divorced from 
that. A question would it make any material 
difference for them also to come under the 

Public Utilities Board, also, are you not 

operating under entirely different 

circumstances? The replies and view 2. OF 
points expressed. opt Aha 
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owned Gas Utilities in dealing with 
rates before the Public Utilities 
Commission which you feel at a dis= 
advantage because they don't have to 
appear ? The repliss and viewpoints 27565 
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in respect thereto. sae 
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change ? The reply and further 


comments. iad 


A question, they are exempt from the 
jurisdiction of the Board ? The 
reply and exception recited. 
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Volume to, 40 


The Alberta and Northwest chamber of 


Opening remarks of the Chairman 


Business Income Taxation = Tncantive Measures 


Business Income Taxation = Specific- 


The aature, composition, objectives, and 
purpose of the organization. 


The principal specific preblems confront= 
ing the mines and mining industry ia the 
remote high cost areas in the Northwest 
Territories and the Yukon. A general 
review of the problems from a taxation 
point of view. 


A reference to the "“NCENTIVES pertaining 
to mining industr. and development <i, 
the transportation task and problems 
confronting initial operations and the 
time element to get the full benefit of 
the tax exemption period. The problems 
which arose in respect to The Torcenas 
Mine Development and operation as an 
example. 


A point in respect to exploratory work 
expenses. The treatment of Tax-wise. 


| A reference to the Government assistance 
and contributions already made in respect 
to mine development etc., in the remote 
sections of the country. A few paints 
cited. 


2788 =~ 2790 


A reference to an alternative to the 
“ Third-Year-Rule“ exemption respecting 


mining development and operations. 2791, 2792, 


2796 
A question, re incentives, have you any 
evidence that any of the existing nines 
would not now be in operatioa if there 
weren't incentives under the Act.? The 2793, 2? 


reply and reactions to the point reised. 


Closing remarks of the Chairman 2796 
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--~- On commencing at 9.30 a.m. 

THE CHAIRIIAN: Mr. Secretary, I think we have 
| reached 9,30. 

THE SECRETARY: fir. Chairman, this mornings ve 
have two briefs being presented and due to their simi- 
| larity the Presidents of the two companies concerned nave 
asreed to speak to these briefs jointly and respond ts 
| your questions together in a joint fashion. The first 
} brief is being presented by the Canadian Utilities 
| Limited. Mr. J.C. Dale, the President, is here.to speak 
} to the brief. The second is a brief of the Canadian 
H western Natural Gas Company Limited and Northwestern 
tilities Limited, with Mr. Bruce F. Willson, Presicent, 
i before you to speak to his brief. -I would like to enter 
| the Canadian Utilities brief into the record as Exhibit 
155, and the Canadian ‘iestern Waturai Gas Company Limited 
and the Northwestern Utilities Limited brief as Exhibic. 


Biers 
he os 


} ---— EXXIBIT NO. 155: Submission of Canadian Utilities 
Limited. 


--- EXHIBIT NO, 156: Submission of the Canadian “estern 
Natural Gas Company Limited C 
Northwestern Utilities Limi 
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SUBIISSION CF CANADIAN UTILITIES LIMITED 


Appearance: Mr. J.C. Dale 


SUBIZISSION OF THE CANADIAN WESTERN NATURAL 


GAS COMPANY LIMITED and NORTHWESTERN 
UTILITIES LIMITED, 
Appearance: Mr, Bruce Willson 


THE CHAIRMAN: Thank you, Mr. Secretary. Good 


: morning, Mr. Dale and lr. illson. I am glad that you 
| have thought the best way of dealing with this is jointly, 
o| or together. I think perhaps before we get into the meat 
| of your submission it misht be helpful if we learned a 
| | ittie more about Canadian Utilities Limited and also 
| Canadian Western Natural Gas. Mr. Dale, could you tell us 
zc little bit about Canadian Utilities beyond what we have? 
: MR, DALE: Canadian Utilities is an electric 
| operating company and their major service area is east 
| and central Alberta, northern part of Alberta. They have | 
Ja subsidiary called Murray Light and Power which operates 
Ian the Tar Sands area and two other subsidiaries operating | 
lin the Yukon; Yukon Hydro and Yukon Electric. We have 
| some 50,900 customers. Our service area is mainly rural, 
| rural Alberta, and widely scattered. As a result we have 
la multiplicity of small plants rather than one larse one 
| serving the entire area, 

It is generally inter-connected with those in 
Alberta and withyattrycall the Alberta Grid; Alberta Power 
i Limited and the City of Edmonton also ties in with that,, 
lang our isolated plants in the Yukon are also. 
THE CHAIRMAN: And Tar Sands? 


MR. DALE: Just a small plant. 


2747 


THE CHAIRMAN: ‘ould the greater proportion of 
q| your sales volume be resicential? | 
3 IR. DALE: Oh, yes, very little large industrial 


4| load in the area we serve. 


5| THE CHATRHAN: Do you deal with gas? 

A MR. DALE: ‘Je use it me Canadian Utilities. 

7] THE CHAIRMAN: You don't buy and. distribute it? 
| 

3| HR. DALE: No, not Canadian Utilities. 

9 THE CHAIRMAN: You use it for generating electri 

10] city? | 

1 MR. DALE: In some Poesia oe yes; in some loca-_ 


12] tions. The smali plant in the Yukon is a small hydro 
13| plant. The rest are all thermal, using coal, oil, natural 
| sas and steam plants, and diesel plants, and gas turbine 
plants. 

THE CHAIRMAN: '~dro in the Yukon is at White- 
horse ? 

UR. DALE: Whitehorse,. yes. 

THE CHATRIMAN: Hlir, Willson, supposing you tell 
us a little about Canadian ‘lestern Natural Gas. 

IR, WILLSON: Canadian Western Natural Gas 
service has been operating in the southern part of the 
province since 1912. It serves the City of Calgary and 
| the City of Lethbridge and about 80 other communities 
| generally in line south of the City of Red Deer. It 
| serves a little over 100,000 customers. About 90,000 


of those would be residential users. About 40% of 


About 25% would be - 25 to 30 percent would be - 


|} for commercial purposes, and about 30 to 35 percent would 
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1 the two companies? - 


2748 


ANGUS. STOMEHMOUSE & CO. LTD. 
TORRENTS, GNTAMIO 


| be industrial sales. The company's sales are currently 


about 45 billion cubic feet a year, and it has a system 
of peak demand of about 300 million cubic feet per day 
which would give you a yardstick. 

[ye peak demand of Trans-Canada Pipe Lines' 
system now is about one billion cubic feet a day, so on 


a peak basis Canadian Western would be about 30% of 


Trans-Canada, but on am annual basis - a lot of our 


i sales are heating, and our annual load factor is only 


about 40%. 


Northwestern Utilities, which is the other 


company which is party to this brief, serves Edmonton. 


THE CHAIRMAN: What is the relationship between 


Tx 


common stock of Canadian Western is owmed by International 
Utilities Corporation, which is a U.S. company resident in 


Canada, with head office in Toronto, International owns 


ne er Arne rt 


87% of the common stock of Canadian Western and it owns 
100% of the common stock of Northwestern. 


Northwestern serves about SO communities 


x 


‘generally in the central part of the province, much the 


largest community being the City of Edmonton. It aiso 
serves the Cities of Red Deer, Camrose and Wetakaswin, 
and about 75 other communities. Its arnual gas sales 
are about 60 billion cubic feet and the peak load is 
about 350 million cubic feet per day. 

It has a somewhat hicher percentage of 


industrial sales than Canadian ‘estern. Its sales, as I 
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245 4] recall, are about 356 residential, about 30% commeretal, 
2) and the balance, about 3565 would be industrial. Together 
3} the tuo companies, Iwould estimate, serve about 70% of the 
4] total gas business in the Province of Alberta. There are. 
sie number of other companies in the gas business in 
sabe as well as some municipalities that are in the 


sas business es well. 


I might say, Mr. Chairman, I have copies of the 


annual reports of the companies here if they would be 


10) ®eloful to the Commission, - 

11 THE CHAIRIIAN: Yes, if we could have them before 
12] Us we would like to do so. Do you publish a separate. 

13 statement for the subsidiaries? This is Canadian Vestern 
14| and this is Northwestern, The parent company's statements 
are they published? 

IR, WILLSON: Yes, they are. I don't have a. 
copy with me, but we can certainly supply the Commission 
if you would like to have copies. The annual reports 
contain a map which shows the service territories of the 
two Sas companies. 

THE CHATRUIAT: And these companies restrict 
their operations to the distribution of gas; am I correct? 

IR. WILLSON: No. I should have said there 
chat they are producing, transmission and distribution 
companies. Canadian Western Gas, because of the geologica! 
nature of the southern part of the province, where the 
gas fields are rather deep and expensive to explore, have 
purchased sas from producing oil companies. 

Northwestern Utilities ~°  . operates in the 


central part, where the gas fields are shalllower and 
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1) conducive to drilling and exploration work. It used to 

2| produce all its orm gas. It now buys about two-thirds 

3) of what it sells and produces the other one-third fron 

4) its company-owned fields. The company-produced gas is 

s| used for peak om purposes to meet sharp winter peaks, 

6] but basically a buy the base load gas from oil fields 

7] or condenser fields. 

& THE CHAIRMAN: The balance of the gas from the 
9| Province of Alberta; 30% is supplied by public authorities 
10 MR. WILLSON: No, part of it would be by public 
11] authorities such as the City of Medicine Hat, but there 
12| ts another investor-owned utility which serves about 10 
13] oF 12 communities, a company called Plains western Gas 

i4| and Electric, 

: THE CHAIRMAN: What is the name of it? 

MR. WILLSON: Plains ‘iestern. It serves Drum- 

| neiier, Pincher Creek, Three Hills and iPesicbeceate: 

: THE CHAIRMAN: That would be owned locally, 

) i suppose ? 

MR, WILLSON: No, I really don't know too much 

| about the ownership of it. I think there is quite a bit 

| of eastern capital in it and quite a bit of American 
Peake. There are two industrial gas companies that 
ae generally in the Edmonton area: Canadian Industria 
l cas Limited, which serves the large Canadian Chemical - 
Eetrochemical - plant on the outskirts of Edmonton, and 
another industrial, Midwestern Industrial Gas, serves 

the Sherritt-Gordon plant at Fort Saskatchewan and 
supplies gas to the Calgary power plant at Wabamin through 


@ pipeline owned by another company which supplies natural 
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gas by pump mill at Hinton. 


COIMTITSSIONER GRANT: Is that Chemical industrial 


IR, WILLSON: Canadian Industrial Gas Limited. 


COLLZISSIONER GRANT: It is owned by Canadian 


IR. WILLSON: No. It supplies Canadian Chemicals. 
It is ormed by - Power Corporation now is the largest 
shareholder in Canadian Industrial Gas, 


THE CHAIRMAN: That is pretty well the gas 


situation for Alberta. Any further questions? 


s 


COITIESSIONER WALLS: As I understand it, in natural 


sas . usage you don't face nearly as much competition 
fror croim and municipal corporations as you do in the 
gas and electricity in this province. 

IR, WILLSON: I think that woudd be generally | 
correct, sir, although there is, from time to time, talk 
of take-over, not only of the electric companies. but of 
the gas utility companies. be 


THE CHATRIIAN: I want to go back to the electric 


companies. I don't think we have done as wevl; we don't 
know as much about the electrical distribution. Is there 
anything anyone wants to ask? : 

ur. Dale, you told us sorething about Canadian 
Utilities Limited. Let us carry that forward into the 
electricai distribution industry in Alberta. oes there 
is Calgary ower also in Alberta. I don't know what 
proportion you have. You have 50% of customers; what is 
the provoortion of Calsary Power and all the other 


generators? 
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HR. DALE: There is another comoany, operatins 


2\ company, Northland Utilities, which is a sister company 


i 
i 


THE CHATRMAN: Same ornersnio? 


MR. DSLE: Yes, ternational Utilities have 


| Fac enzie Hishway, and in the Northwest Territories, 
to supply the Hay River, which was recently in the news 
11| for all the floods. 
Calgary Power is three to four times as large 
las Canadian Utilities. All the rest of the generation of 
| the province, like the City of Edmonton, is municivally- 
ormed ri Lethbridse. 

THE CHAIRMAN: That is not seneration. 

MR. DALE: Yes, generation and distribution 
Hunder a olant ommed “ea the City. 
THE CHAIRMAN: Edmonton? 
MR. DALE: Edmonton; City of Edmonton. The 
1 City of Calgary orms its own distribution. but buys whole- 
sale from Calsary Power. Letnhbridse and Medicine Hat 


are municipal plants and distributions; and various cther 


Oo 


oints in Alberta, such as Hed Deer, et cetera, buy whole- 


a) THE CHAIRMAN: The only publicly-owned genera- 
i tion is the City of Edmonton? 

| MR. DALE: No, Lethbridge and Medicine Hat. 
THE CHAIRMAN: They generate too? 


MR. DALE: Yes, they have their own plants and 


25{ sale from Calgary Power. They om their ow distribution. 


ee AT 
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a 


THE CHAIRIIAN: The three cities that generate 


electricity would be a small proportion of the total? 

IR. DALE: Edmonton vould be a very large propor 
tion. 

THE CHAIRMAN: To the total of the province. 

IR. DALE: Yes, Their plant is a very large, 
comparatively speaking, thermal plant. I don't remember 
the ficures offhand. It is using natural gas in steam 
boilers, | 

TH] CHAIRMAN: Do you happen to know what propor 
tion of the total of those three cities would be? 

ER. DALE: No, I don't. 

THE CHAIRMAN: Less than half, obviously. 

IR. DALE: A little less than half, yes. ‘le 
eculd set all this information if you would like it 
forverded to you. 

THE CHATRIIAN: I don't know. I think you are 
sivinz us that we want to Ikmow. I want a general view of 
unat goes on in tne province. It doesn't need to be too 
precise, : 

COIZILSSIONER WALLS: In the beginning of your 
brief you make a reference to the fact that you are subjec 
vie) sopeoarpanee and rates set by a Public Utilities Board 
or Commission, whereas the municipal utilities are divorce 
from that. ‘ould it make any material difference i them 
also to come uncer the public utilities? 

DR. DALE: I think it really would. 

COMMISSIONER WALLS: Are you not operating under 


entirely different circumstances? In other words, you 
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: organization such as yours and corpeting with an urban 

| or city power like that which is carried within the 

| City of Edmonton - the matter of collecting rates would 
wie into the matter for discussion, the decision by 

| the Public Utilities Commission. 

MR, DALE: ‘fell, operating under the Board as 
Ec do, if we feel we have to take a rate increase we have 
| to make application to the Board and we have to prove our 
| case, prove to the Board that an increase in rates is 


| necessary. 


renner tment 
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BAR/dou 1 Conversely, if we want to sive a reduction in 
2) rates, we also have to get their approval on that. That 
3] is ceneraily easier to get. with the cities, Ff they 
| cecide they want to raise their rates, they can do it at 


{ 
) 7 F : 
: a council meeting. Just overnight, like that, and the 
t 
i 
{ 


6| next day the people wake up with a rate increase. hey 
7i Gon't !mow anything about it. If we do that, we have got 


s to sive it tits terrific publicity. It doesn't matter 
rhat size of increase - 1% or 10% - it is thoroughly 

fought out in front of the public. We lave to justify 
11); every move and every expenditure. If you are not in to tHe 
12) Scerd, you are home free, 
13 COiZiISSIONER WALLS: _If tne City of samoiten 
recuceé its rates, it vrould nave no sreat bearing on the 
j rave yu would ecnarge, because you are operating an entirely 
eifferent type cf service. 

MR. DALE: Yes, but it is in the mind of) the 
consumer. They nave sot examples. ‘Well, take British 
Columbia, tnis so-called postaze stamp rate that is essen- 
| cually a subsidy of tne outlying points at the expense of 
tae me for SO ee 

If ve are not tied in, tie haven't got something 
- tre City of Edmonton could cnarse the operating loss in 
wie OUtLlyins points, but whereas, obviously, we can't do 
thas sort of thing. There is a feeling of a certain seg- 
ment of the economy that, “Let's set on the bandwagon 
and let somebody else pay our vay.’ They don't want to 
pattle about it, but that is the feelings. 

Ti CHAIRVAN: Certainly, your customers will 


compare your rates. They do it within the province, and 


| 
2756 
| 


g| agree on it, they decide that on the basis of who can 
Pci it the cheapest. It's strictly a cost-of-service 
10| basis. There is competition within our ow area with 
jour friends, the gas people, right now, too. 

| ' COMMISSIONER WALLS: They also are subjeet to 
} the Public Utilities Board? 


MR. DALE: Yes. 
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COMMISSIONER WALLS: Do you have trouble, then, 
with any municipally-owned or provincially-owned gas 
utilities in dealing with rates before the Public Utilities 
| Commission where you feel at a disadvantage because they 


Hdontt have to appear? ("% 


1 
tf 


MR. WILLSON: We feel at a disadvantage, sir, 


fis no income tax as a comoonent cost of their rates, such 


¢ 
\, 


COMMISSIONER WALLS: FE imagine we get on to that 
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bin your brief a little later. 

MR. WILLSON: Yes. 

COMMISSIONER GRANT: I would like to know, as a 
imatter of interest, were the provincial and municipal 
utilities ever under the Public Utilities Act of this 


province? 
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WR. DALE: It has never been enforced, to my 

i Knowledge. If they hee the right to dictate, or exercise 
their authors over the City of Edmonton, for instance, 

I kmow of no case where the Board or the Power Commission 
nave ever actually eRe mean oe They have made recommenda 
|} vions, 

THE CHAIRMAN: Do you think the law requires 
them to apply for a rate change? 

iR. DALE: I demi think so, 

COMMISSIONER GRANT: They areexempt from the 
Jurisdiction of the Board? 

HR. DALE: Pretty well. There is sort of a srey 
area in there that nobody vants to really get into. 

HR. WILLSON: I believe there is one exception, 
sir, to that, ami, that is the Alberta Government Telephones, 
which is a provincially-owned telephone company, and I 
believe right in its statute it is stated that its rates 
| are reculated by the Alberta Public Utilities Board but I 
think that is the only government-ormed utility in the 
province that is regulated by the Board. 

“COMMISSIONER GRANT: How many of the munitipali- 
ties would operate their own private system? Does Edmon- 
ton? ; 

IMR. WILLSON: Yes, and Calzary, 

COi;ITISSIONER GRANT: Are they part electric, 
part bus? | 

IMR. WILLSON: Yes, the main routes are electric 
trolley buses and the feeder routes generally are diesel 
buses. 


THE CHAIRMAN: I don't think you need to dwell 
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| taxation of income is included as a cost and this is 
| reflected in your rates where it is not similarly reflec sc: 
| in the rates of your publicly-ovwnmed competitors. 
| What we would like to know is: what are the 
| various alterratives to a solution? This problem is cn- 
| that has been discussec, to the best of my recollection, 
| for about 20 years. I don't think I have heard this 
| solution before, but no doubt it has appeared beforc. 
| Mr. Perry has heard it before, but certainly this is <ne 
| approach to it. 
Another ore I would imagine would be changin: 
| the B.N.A. Act or a constitutional amendment of some 
kind whereby publicly-owned businesses could be taxed >; 
i the Federal Government. It would probably be a very 
difficult thing to do. 

What other alternatives are there? You must 
have discussed as many as there are. 

MR. WILLSON: Mr. Chairman, I am certainly noz 
| a tax expert in any sense of the word. I imagine there 


| are variations of an end-use tax that could be applied. 


It seemed to us, from an administrative point of vier, 


and recognizing that some taxation vas inevitable, an 

| end-use tax was, perhaps, as easy to apply, particulariy 

| where you have machine accounting and this type of tax 

: can be calculated on your computers or billing machines 
with Little difficulty, and it seemed to us to be, pernaps 
as simple as any, and one that could be administered as 
equitably on a country-wide basis as any. 


Perhaps there are other alternatives, but quite 
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frankly, the only one we discussed as an alternative to 
corporate income tax was an end-use tax. 

THE CHAIRMAN: Of course, one of the things that 
confronts us with regard to this is just how wide does 
| one extend this area? You apply it to your om utilities,. 


“naturally. I would think that 1¢ would probably apply 


Perhaps it goes beyond utilities to anything the Govern- 
ment micnt extend their activities irfo. 

Does one exempt named fi ea ee ee 
when the Government enters into that industry? If this 
is the principle of taxation, it is difficult to know 
where it misht end. You have got a good case to reach 
for equity. I don't think there is any doubt about that. 
There may be others, too. Therefore, I say to you to 
pesin with: what are the elternatives? ‘I think I can only 


: 


consicer the end-use tax and taxing government bodies 


4 


which are probably not, at the moment, practical. x am 
not sure that the end-use tax is practical, either. 

I don't think there is any difficulty about 
taxing consumers, but it may be difficult to appoint 
asents to collect tne taxes. The agents would be the 
Provincial Governments, vould they net? They would be 
commicsims of the Provincial Government or corporatims 
¢ the Provincial Government. 

LR. WILLSON: Or of municipal covernments. 

IR. DALE: One limitation could be put on this: 
in this field the end-use tax would be applicable to 
regulated industries; where your earnings are subject to 


government scrutiny, and there is a very definite limit. 


equally to other utilities, such as the telephone, 
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THE CHAIRMAN: Railroads? 


IMR, DALE: Eventually, wny not? 


THE CHAIRMAN: It is a fairly wide net. [I 

| think there is something like $50 million at the present 
| time sone’ 8 from utilities. There is more than that, 

| I believe. 

MR. DALE: Right now there is only about $16 

| million in the electric utilities. 

| THE CHAIRMAN: I beg your pardon? 

MR. DALE: From electric utilities it is only 

| shout $12 or $16 million. 

THE CHAIRMAN: You submitted that to us. I was 
i thinking of the telephone companies you have got to add +. 


| that. That brings in a lot of taxes and this is quite a 


| shift to forego that much income tax and to rely on 


l another form of taxation. 

MR. DALE: Well the very fact there is this 

I discrimination, and they are getting it, is gradually 

| reducing that as an income tax source, because one 

lof the most tangible reasons and the one that realiy holds | 
| water is the take-over to avoid paying income tax. 

| COMMISSIONER WALLS: It seems to me there are 

23} two imherent problems that you brought out in your orief. 
24) The first is to avoid the loss of federal tax revenue and 
25} the second that appears in your brief is to prevent 

96) crovinces and municipalities from gradually expropriating 
a7ifree enterprise businesses because of the tax advantage. 
28 - Now, with both of these in mind, is it not 

291 possible that the only whip Penal be that you have got t 


find a constitutional method of taxation, of provincially qwned 
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B7 4] corporations, so you both maintain the revenue and, at 
| the same time, prevent the thing you are worried about 
most right now, which is a take-over of your utilities? 

IR, DALE: Constitutionally, you mentioned that 
you thought that would be extremely difficult. 

THE CHAIRMAN: Yes. I am wondering if it is any 
more difficult than requiring a provincial commission or 
| companies or municipal commission to become agents and 
collect the taxes from their own customers. Their. doing 
so frustrates the benefits which they have enjoyed by 
expropriation, doesn't it? 

UR. DALE: Yes. 

THE CHAIRMAN: Obviously, they are not going to 
do it cheerfully. Maybe they can be compelled to do it; 

I don't know. I have some misgivings about that one. 

MR. DALE: It wouldn't be any more awkward than 
this 116 tax on materials on construction while it would 
ensure the Federal Government a bantiviine source of tax 
revenue, fairly distributed and maintaining the full advan 
tage of competition. 

If we ae get on the sane basis as the Governmen 
people, we have no worry whatever in meeting competition, 

 COLTILSSIONER PERRY: What wont you think of 
the position if fuels producec by regulated bodies were 
subject to this end-use tax and competing fuels produced 
j in an industry where there inne no regulated bodies were 
et subject to end-use tax? 
MR. DALE: The fuels that are not subject to the 
es tax, the companies producing that would be paying 


| income tax. 
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COIMMIISSICNER PERRY: Yes, I realize ali that. 

| I just wondered whether consumers of this fuel may not 

| feel perhaps, without much logic, that there ‘ias dis crimins 
tion simply because the taxes apoeared on one and did not 

| appear on the other. 

MR. DALE: Yes, that would be a matter for the 

) companies concerned to educate the public. 

COMMISSIONER PERRY: This wouldn't bother you 

| to have that situation arise? 

| MR. DALE: It wouldn't bother me. I think it 
Seon bother Mr. ‘illson. 

MR. WILLSON: I would say right now there is a 

| discrimination going on where tiie consumers of natural 

Scan supplied by investor-owned utilities are paying in 
their rates a much higher rate of tax than, say, cai 
j of competing fuels. 

What we point out in the brief is income tax is 

| something over 10% of our cost of service. I am sure 


i that fuel oil or coal does not begin to carry that percen- 


‘ 


l tage burden in its unit price. We feel right now that our | 
| fuels and our customers are paying a much higher rate of 
| tax than these other competing fuels and we suggest this 


end-use tax as a method which would bring taxation to a 


24 more reasonable level in our case, and we sugsest, at the 


f 


25} same time, the tax base be broadened to include ali utility 
i companies, whether they are investor-owned or government- 

| owned. 

We point out, I think, here that the Government 


revenues from an end-use tax would be, first of all, 


| equitable on consumers of Alberta as compared with 
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1] Saskatchewan, British Columbia and Ontario; and, secondly, 


2) coule add a source of greater revenue to the Federal 

3 Treasury than the present income tax which applies only 
4] to investor-ormed utility companies. 

COMMIISSIONER PERRY: Do I understand, then, 

i that this end-use tax would be a somewhat lower rate than 
i the effective income tax? 

im, WILLSON: Yes. 


COIZiTSSIONER PERRY: It would not exactly replac 


MR, WILLSON: No; on page 10, the Northwestern 
Utilities Limited brief, we point out in Section(IV) that 
en end-use tax applied uniformly to all electric and gas- 
companies in Canada, an andune tax of oe would yield a 
federal revenue of $26 million as compared with the 
present revenues from those same utility, companies and 
consumers of $20 million. 

An end-use tax of 3$5 would be $39 million. An 
end-use tax of 4% would be $52 million, as compared with 
the approximate 119 that Alberta gas consumers are now 
payins, so this siete be a relief of the taxation for 
Alberta consuners and, at the same time, provide increased 
revenue? to the federal Government, 

THE CHAIRMAN: You wouldn't have any idea what 
hat would be in respect to telephone companies, would you? . 
TR, WILLSON: No, I am afraid we did not study 
Penae. bs Oe ao 


COIZIITSSIONER WALLS: So then there is a later 
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there is IMequity detiveen yourselves and privately-owned 
utilities, you are now talking about removing the corpora- 
tion tax and yet have your shareholders subject to the 20; 
dividend eredit. Is that not literally removing your 
industry from a tax-paying basis, because your 2% end-use 
tax is going to come from your consumers entirely, so it 
seems to me that perhaps you are being a little unfair 

| in regard to the request for the 20% dividend credit to be 
| Granted after the corporation tax is being removed, and I 
would Like to get your ideas on that. 

IR. WILLSOHN: ‘We had not looked at it that waz 

| at all, sir. Because ve are regulated, any reduction in 

| taxes that misht occur in cur case is passed on to the 

| consumer, so the shareholder does not benefit, or is not 
| permitted to pocket the savings that might eccur to 

: substitute the lower rate of end-use tax for 2 hisher 


| rate of corporate income tax. 


en ROS RO eer ER OC 8 RL A 


Just how that relates to the 20% tax credit I 
| am not clear in my ovm mind just what connection tnere 
| would be. I did not quite set your point. 

| THE CHAIRMAN: I vould have a little difficulty 


| finding the consumer sot the benefit of the 200 dividend 


peredit. I think that is what you are trying to say. 


COMISSIGNER WALES: No. ‘shat L wes actually 
getting at was, of course, if you pass on the entire 
saving of the corporation tax to your customers, then 
there might be some merit an wae eee but I am just 
questioning whether you would pass it on entirely, and 


this applies to the 203 dividend credit. You would be 
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MR. WILLSON: What we are saying, sir, is that 
under regulation by the Alberta.Public Utilities Board 
we would be required to pass on the eventual saving, 


whether we wanted to or not. 
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pe distal Miler net Ninh 


THE CHAIRMAN: I think Mr. Walls' point with 
regard to the dividend credit - I don't think you have 

| answered that. It seems to me if you are not subject to 

| income tax it is very hard to say a shareholder should set 
: a 20% dividend credit. 

MR. WILLSON: Mr. Chairman, it has always been 

| my understanding that the 20% dividend credit was an 

| incentive to get Canadians to invest in Canadian enter- 

| prises and that the provision of utility services through | 
| investor-owned utilities, it seems to me, is providing an 
| essential service for the Canadian public. ‘ie have 
raised from it amounts of capital im proriding this 

| service and I don't see why our shareholders should not 


| get the same tyne of advantages as shareholders in other 


Canadian companies. 

THE CHAIRMAN: I think that is the answer, 
| probably. I must say I had overlooked that part of the 
jf answer, It seems to me dividend credit is to serve two 


| purposes: one to avoid some of the double { paet on 


{ 


ciepabatthn tax and also an incentive to invest in 

| Canadian enterprises. 

, On the second point, I chine we must acknowledss 
ft the justice of your answer. 

COMMISSIONER PERRY: Apart from the fact thav 

I the 2% end-use tax would produce about the same amount of 
| revenue as you now collect from private utilities, would 

: you have any other argument for supporting what is, in 
fact, a fairly substantial reduction of private utilities? 
I can follow your arithmetic, which is fairly obvious. 


MR.WILLSON: We agree that this is a very 
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substantial reduction down to 2%, It is one reason why 
we shoved the 3G and 4% rates. ‘le are not advocating 
any particular level. We put this in for the benefit of 
the Commission. We do point out, generally speaking, 


consumers of other products pay in the price of those 


products, generally, at an average rate of 2% as shown 


on page 7. 

If the 23 level were applied in the case of 
utilities they aia Ge on an equitable or uniform basis 
with other commerce in loipe sg The 45 utilities 
easunmers would be Urea is twice negara ain 

THE CHAIRMAN: Roughly how much would the 
privately-owned breve and gas utilities be able to 
recuce their rate by your proposal so as to arrive ne 
che same profits? i | 

IR. DALE: On electric, as far oF our company 
is econeerned, the removal af the income tax would enable 
us to reduce our rates by around 12 to 14 percent. | 

TR, WELLSOM: In the cas of the gas companies, 
sir, if the end-use tax of 243 were applied in place of 
corporate tnctinn tae 4% would enable us to reduce olfr 
rates on an average of 10% because our present income 
tax is 12.1% on total revenues. 


THE CHAIRMAN: I am sorry, what is that last 


} percentase? 


UR.: WELESOW: .12.13%. 


THE CHAIRMAN: Then, you would be able to 


lreduce your rates by 12.1% and your customers would be 


| subject to 25 tax? 


iR.,. WILLSON: Yes. 
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1 THE CHAITRIIAN: You have no reason 9 belie: 


0 


these raves you quote siould not be representative ov che 
whole industry? I am not asking whether they are exactiy 
the same, but as far as you know they wouldn't be «co 


much at variance? 


i 
5 
4 
i 
| 
} 
MR, WILLSON: I would think in a let of conpanted 
t 
7] in Eastern Canada which are expanding quite rapidly and { 
t 
i 
gi where they have very considerable capital cost alisvance | 
g| that their rate of income tax is not quite as high as i: | 
i 
10) 1s in Alberta where the industry is somewhat more cacure 
41) @and we are in the position of having to par imeome ‘ax, 
y2| I think as a result of the long history of che gas ; 
‘ : ) { 
43) industry, at higher rates than is generally going cm in | 
14) Ontarlo. | 
} 
is IR. DALE: I think the figure based on 1°45, 
THE CHATRMAN: Thank you. I recall suggestions 


mixed gas and electric and before take-overs and with 
{ 
5 


17) ever telephone, it is 12.25 
19 made in the past that the Federal Government should turn 
of the tax collected from utilities. If that were done 


would it meet your preblem? 


{ 
20) over to the Provincial Government 100% instead of the 50% 
MR. DALE: . Yes, it would. | 


THE CHAIRMAN: Your rates would still be hisher 


than your comsetitors who were publicly-owned? 

MR. DALE: But still staying within the province 
and not going out for the benefit of people who are not 
making any contribution. 


THE CHAIRMAN: It reduces the desire of the 


provinces to take over the companies, I suppose? 


epeoonininne + 


ANGUS, STONEHOUSE & CO. LTC. 


ef the preblen. It would etill leave the consumers in 


TORONTO. ONTARIO 

ih. DALE: Yes. It is a source of Tevenue that 
is collected ‘in the provinte and spent within the province] 
Tit CHAIRMAN: It wouldn't bring your rates 
| 
Gorm in the way that this e.d-use tax propcesal would | 
brings your rates dowm? | 
rit. DALES” Not unless the provinces, in vheir : 
“4edom, decided, for instance, to keep the 50% they are | 
noi cettine baclc and allowed  touse the other 50% to 

recuce ratez. It vould depend on the provincial policy. 

IR, VILLSON: I ssouwldn't asrée with my | 
COLLE ATU F ak, Aiea roan. | 
| 
Cris CoATAWANSs,. Let ue have this our. | 
Ii, alLisoW: I think It would help with pert 
| 
| 


Alberta vaying much higher utility rates than consumers 


in Saskatchevan or British Columbia beca@sise of the itnelu-e 


Srovitees the rates don't have to include this rather 
larce E€lement of cost, and therefore, in comparison, 


| 
| 
sion cTr.tots tax in their rates, whereas jn tio se ad tated 
suffer, anc I think ‘would provide some fuel for tho | 


whe woeulc advoeate take-over of investor-owned companies 


cn che creund that rates are lower in Saskatchewan or 
Sritich Columbia than they are in Alberta which, inciden- 
tally, I don"t belleve fs the case. “AIT other things 


equal, they could have lower rates where income tax 13 no 


ct 


a factor. 

:R, DALE: I'd better have this out with hin 
outside, 

THE CHATRIIAN: Go ahead. 


TR, DALE: I don't agree. If we have end-use 
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2) province. Making a comparison of the provinces on that 
3] basis - this does not worry me terribly, if our rates 
4) are higher. It is due to the province's wish and you 
5) make your Ces on that oasis. 
6 . It is-up to the provinces, in their wisdom, 
7| if they want to put a tax on. They have to face up to 
8] the fact they may be driving industry out. 
9 THE CHAIRMAN: As long as it is within the 
10) province --- 
11 MR. DALE: It is right here within our own 
| hands. 
THE CHAIRMAN: I don't think we can adjudge 
between you; thank you. We have your point of view. 
Yould there be any possibility of finding & solution boy 
1 the Federal Government conceding to the Provincial Govern- 
tment the right to tax regulated utilities on the under- 
standing that the provinces would ievy the same tax as 
| the Federal Government had levied in the past? Where 


would that break down? I presume it would, or somebody 


| % 
would have thought of it before. 


Lek SR Peer ES RR CaN AIO REE NOES MT SR RT FORCE AY NET SE A RE RT te A RES 


22 MR. DADS: i am not sure I understmd. 
23 THE GHALTRMAN: My thovusht is simpiy thas the -Provin-~ 


~— pe 


cial Govermment would impose on their privately-owned 
utilifies the same tax as which is now imposed by the 
Federal Government. 

MR. DALE: It would be an improvement as far as 
we in Alberta are concerned. That is, in fact, that the 
Federal Government is . vacating the income tax field 


with respect to the regulated utilities and leaving it 


| 
6. 
7 
8 


9 
10 


Cé 1 
2 
3 
4 
5 
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to the provinces and they would stipulate the provinces 
would continue to collect the tax, 

THE CHAIRMAN: That is what 1s going througn 
my mind at this moment. It is not very profound. 

IR. DALE: Keep the money in the province. 

THE CHAIRIAN: That is what I thought. 

1R. DALE: This goes back to where I differ 
with Tr. Jillson. It is money collected in tiie? ataeeage 
end stays there. 

THE CHAIRMAN: You say as long as it is within 


the province the solution should emerge within the 


| province? 


HR. DALE: ‘Yes. 

CCITILSSIONER PERRY: May I put the Chairman's 
cuestion in another way: have you made any representations 
to the province to renove their %5 corporation tax? ‘The 
federal tax is not 50%, really. 

iR. TALE: Yes, it is a variation - not to ny 
tmowledse; it may nave been, 

COLVISSIONUER PERRY: I suppose you would be 
happy with the on tax if that was all that was left. 

1R, WILLSON: We haven't made any representation 
to the Provinetal Government for that particular solution, 
eit. 

COIDIISSICNER GRANT: For the Provincial Govern- 
ment to impcse a tax which is now imposed by the Federal 
Government it ening put the Provincial Government in the 
posititon where in dealing with the same industry they were, 
on the one hand, cperators, and on the other hand, — 


vere tax collectors, That would be quite a decision for 


C7 


ne] 
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i them to make. 

MR. WILLSON: Yes, sir. 

COMMISSIONER GRANT: ‘hat concerns me most 

| about our discussion this morning is the el al which was 


| referred /o by the Chairman earlier, and that is the 


serene tanger apart et BN AEE CRRA OTE IA AE LO ER 8 eS RE, 


constitutional aspect. The Federal Government undoubtedly 
has the power to impose the end-use tax that would apply 
to a company such as yours. It can be collected; they 


can enforce that. It is to get that end-use tax applicabl 


to provincial or municipally-owmed competitors - that is 


| the difficulty. 


Without ail generators of power coming under 


i 
| 
13] such a thing as end-use tax, their products coming under - 


144 it wouldn't seem to be feasible to apply it to the 


alla en ee 


15 remaining orivateliy-owned utilities; do you agree? 


t oe 
MR. WIELLSON: Yes. I am not a lawyer, sir, 


applying the end-use tax to provincially or municipally- 
| ovmed utilities. That may be the case: I don't know. 
COMMISSIONER GRANT: I wouldn't have to ask 
a2) that. I tmow the answer. I kmow it is a great problem 


{ 

t 

i 

| 

i 

| | 
i 

23) because it becomes a matter of collection of tax. ‘The | 
i 

@itax can be imposed, There shouldn't be any constitutional | 

25; impediment there to impose the tax if it is a ecnsumer 

26itax, but it is a matter of collecting that tax. 

27 Unless the Federal Government is prepared to 

28} set up its own facilities for collecting it would have to 


29};depend upon provincial co-operation and that provincial 


co-operation might or might not --- 
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IR. WILLSON: So far as provincially-orned 


utilities are concerned. 

COITITSSIONER GRANT: It would seem to be 
impractical from an administration point of view of 
tmpcsinsg end-use tax. 

Im. WILLSON: I see, certainly, the problem, 
jsir. | 
?1R. DALE: Isn't it a fact. the Federal Govern- 
j ment remits, to start with, 506 of the income tax on 
< Sipiemaede ges industry back to the prevince? If they go 
1 hett-vay why not go the whole way and give it all back to 
12| e vrovince? 

13! CCITIRSSICIER GRANT: I think it is a recognition 
aloe tne fact that public utilities are a natural field for 
15) srovineiel or municinal participation, ownership, and that 


16 || 2n an effort to aprvease che provinces and keep them from 
1 


: 17) ering over this source of tax revenue and eliminating it 

18 || 2° far as the Feceral Treasury is concerned, they cid 

19iiconcede tc the orovinces 50% of the tax hoping that they 

20 | ==SAt ween them setisfied. It hasn't. Since this has 

21 > cen cone tio of the larsest electric utilities have been 
{ 

at action over: one in British Colwabia and one in Quebec. 

23 | “metre r or not the thinking of the federal 

24) authorities could be chansed as a result of that, we don't 

a ee You don't and we don't. ‘le haven't enquired and 

26) you haven't enquired. It becomes really 2 question as to 


ai whether or not the federal authorities are willins to sive 


2agiup a scarce of tax in return for seme quid pro quo on the 


in. DALES: The way things are going, if they 
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G9 1} don't they will lose it, anyway. 

2 | COMMISSIONER GRANT: It is up to the Provincial 
| Government to say whether they are pa te iiaunll as 
J tax collectors or become operators. That still would not 
| preclude expropriation. 
: COIISSICNER PERRY: cne question m this, 
7i which isn't terribly relevant, I wonder if you could 
gi tell us the sort of charges made by the Provincial Govern- 
gi] ment now in some provinces that are quite substantial ~ 
10] charses for the use of power site: and that sort of thing. 
11 Do you have much of thatin Alberta? 
12 MR, DALE: ‘Ye have property taxes in hydro. 
13] There is a fee for water used, business tax, school tax - 
14) just the ordinary faxes paid by everybody else are paid 
15} to the province. 
16 COLMILSSIONER PERRY: I was thinking of cQuebec 
17 particularly where they have quite a heavy tax on people 
18) developing cower on provincially-owned power sites, which, 
19] I suppose, has a counterpart here but at a relatively low 
rate. You wouldn't complain that the provincial charse 
21! here WAS onerous ? 
MR, DALE: In Ouebec didn't they pass aregulatior 


i thnat they wouldn't Shawinisan to develop any more sites? 
i 


COMMISSIONER PERR¥: They have done all Kinds 


25 of things to Shawinigan. 


26 IR, DALE: That is before take-over, 
27 COMMILSSIONER PERRY: There were quite heavy 


28} charces which went way back in time. 


29 iiR, DALE: They are not exorbitant here. They 


are reasonable and realistic. 
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IR. WILLSON: The same situation exists with 
| the gas utilities, Mr. Perry. We pay the normal property 


| taxes, plant taxes and business taxes. 


AR/do.: 


“ew 3s” 
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The Frovincial Government, Department of Municipal 
Affairs, have ruled that sovernment-ormed utilities must 
be assessed and apply tne same yardsticks as privately- 
ormed companies, and pay the same rate of assessment on 
the valuations applied for hospital purposes and for 
school purposes, so there has been an attempt at the 


provincial level to require that there be no discrimina- 


tion between government-owned utilities and private inves- 


tor-owned utilities. 

They are taxed on exactly the same basis, 
regardless of the form of ownership. 

COMMISSIONER MILNE: I really just have one 


question to ask: I looked at the statement s that have 


come forward across the dess, I was looking at the total 


operating expense and the relation of tne natural gas 
purchases, and I was wondering where are the sources, 
the chief sources, of your natural gas purchases? 

WR, WILLSON: Is that the Canadian western 
statement you have there, Mrs. iiilne? e 


COMMISSIONER MILNE: I looked at both. 


MR. WILLSON: In the case of the Canadian 


@ 
ta 
ct 
oO 
ry 
=| 
>. 


Natural Gas Company Limited the chief sources of 


Nears 5 Tartte P43 e274 aint matte 3 m4 = 
urner Valley field, unich is abceut 30 miles 


southwest of Calzary:, the Jummpine Pound field, which is 


about 25 miles west; the Okotoks field, which is about 
30 miles south, and then our comeeny owns fields which 


are generally between Lethbridse and Medicine Hat. 


The original field, the Bow Island field, which 


was the source in which the company first derived its 


supply for the City of Calgary in 1912 - it was exhausted, 


| 
| 
| 
| 
| 
| 
| 


15 orief dealing with the inconsistency in taxation of fuel, 


i 


16) 2 
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incidentally, by 1919 - has since been repressured and 
plays quite an important role in the case of Northwestern 
Utilities. 

The principal sources are the Leduc field, 
southvest of Edmonton; Bonnie Glen field, further out - 


perhaps 40 miles out - the Pembina field, which is 60 


riiles souvhvest. 


All told Northwestern Utilities has, I think it 
is, 14 senarate sources of supply from fields generally 
in the area between Red Deer and the Athabaska River. 
Canadian Western has about seven sources of large supply. 


THE CHAIRITAN: We have something on sales tax, . 
COIIIISSIONER WALLS: With regard to Mr. Dale's 


ins out the fact that you are taxed on natural gas t 
ucec in electric csenerating plants. 
low, @& you probably know, natural gas for 


iiluninating and heating is at present exempt, and it 


vould, therefore, anpear reasonable that it perhaps 


cshoulé be extended to cover its use in electrical genera- 


“I was wondering to what extent actually do you 


juce it in this province for generation of power and 


i irhether it is used anywhere else in Canada for that 


iM, DALE: In this brief, on page 7(16)(2), 


ca 


we cay under Exemntion: 


“Coal used in all thermal plants.” 


That snould be ‘coal and natural gas used in 
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thermal plants.’ Natural gas for use in power plants 


f and burned under a boiler, steam, electricity 1s not 
subject to the tax but that same sas used in the same 
| plant in the City of Edmonton - tre have a situation stwhere 
we have a plant, steam and gas turbine. Fart of the sas 


zoes through the steam and it is tax-free. The part of 


the gas diverted through the gas turbine, it 


COITTISSIONER WALLS: Also sas is excluded from 
| tax in every other use except for that; for tllumination 


| and household use. 


j in these plants? 
TR, DALE: The City of Edmontcn uses it very 
}extensively. The entire generation is gas. I don't know 
i the split between burned under bollers and used in sas 
turbines, ; 

MR. WILLSON: I would thinit that the City of 
l Edmonton voulé be, perhaps, So> cas used in boilers and 
21] 200 in turbines. Turbines would certainly be a sualler 


« 


22} percentase of the total. 


23 
24 
35h COMMISSTONER WAITS: To what extent is gas 


26] used anywhere else in Canada for the generation of pover? 
27 IR. DALE: Saskatchewan use it in some of their 
28} outlying plants. British Columbia have one of the world's 
29] largest sas turbine installations. They are peakins 


plants; not used in base load as continuously as our small 


eS ey 
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f plants, and we have got two units in our Peace River area 
| anc the bullc of this seneration for Peace River at the 
| moment is from Gas turbines and that isa high-cost area, 
| enyway, and that is where 1t hurts more than ever up there 

COLZIISSIONER WALLS: Gererally speaking, where 
there is availability of coal, is the coal thermal use. less 
expensive then the use of sas? 

iR, DALE: It depends on the size of the plant. 

COMIDMSSICNER WALLS: I think your request is 
gGuive a good one. . 

THs CHAIRMAN: You are prepared to recommend it? 

COIZITSSICHER WALLS: I am not prepared to — 
recommend anything this early. A year-and-a-half from 
nov. 

THE CHALRIIAN: Have you any more questions? 
Thank you very much, indeed. I think we,have explored 
tnis about as fully as we are able to. I think we under 
stand what you nave put fortn. 

Thank you very much for telling us of this * 
problem, which we recomize as a problem, and at which 
we will continue to look in the hope we can produce an 
answer, but at the moment all I can say is that we recog- 
nize the difficulties. 

Tnenk you very much, indeed. Good morning. 

IR, VILLSOW: Thank you verymuch for the oppor- . 


tunity of appearing, Ir. Chairman. 
| --- short Rececs 


THE CHAIRMAN: Mr, Secretary, I think we are 
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THE SECRETARY: Me. Chairmen, the next brief 
s being presented by the Alberta anc Northvest Chamber 
ines and Resources. fi. George Bryan, 9.C., is here 
to spealc to the brief. Er, Bryan is a Director of the 


Chamber and is revresenting them at this time. 


58>) 
i 


I would like to enter this into the record 


Pa bit.o, 157. 


W-- EXHIBIT NO. 157: Submission of the Alberta anc 
Northwese Chamber of Hines and 
Resources, 


SUBITISSICN OF THE ALBERTA AID NORTHVEST 
pt nt ta a Dna el Paco at eae Bh ort et eee Cote ac 


Aopearance: ir. George Bryan, 2.C. 

THe CHAIRMAN: Thank you, Iir. Secretary. Gooc 
morning, fir. Bryan. Before we set into the meat of the 
brief, would you teil us something about t 
Northwest Chamber of Mines and Resources? By its name 


+e 


ould you expand on chat 


* RAT Rime 5 ee rosy: etait Ey = Sn se 
iiR, BRYAN: Maybe I will start eat standins 


Fand-end up sittin. 


=? a See art ere 4 c pt ot x 2 6 m4 
lr. Chairman, members of the Commission, the 


) Alberta and Northwest Chamber of itines and Resources is 
| very pleased to be able to present this brief. This is 


an association in the City of Edmonton to which nost of 


the northern mines are members. It is a lot of indivi-g 


dual members in the city, chiefly people who are in 


eee ere gr ARS A CR HT Ne Rt eT eR Et nT (a Nene ne at mele Rt et Ht penta ae 


youn ameens O144 
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Dc 1] business which are in some way connected with the north, 
2| suppliers of materials, operators of transport, and even 
3 lavyers, They keep in very close touch with the mines 
4] and try to assist them in their development in every way 

| they can. | 

For example, they maintain an employment bureau 
here. The northern mines will say they have need of 10 
jx 15 men and the Alberta and Northwest Chamber of Mines 
and Resources will endeavour to abtain men for-them and 
send them north. If the mines require any particular 
| type of supply, or things of that nature, they will try 
l anc locate sources of supply and advise them on this 
point. 

They have a staff of, I think, five or six on 
the staff, and it is a rather busy office suoplying all 
the area north of Alberta, Saskatchewan and the Yukon. 

As a matter of fact, I think the brochure they put out 
says they supply half of the land area of Canada. 

The Chamber does not propose to try and present 
te you the effect of income tax provisions on the mining 
industry ee le We realize that we are only accountin; 
for a reiatively small sroup of the mines, and the larger 
mines are in the east and I think the problems of the 
mining industry can perhaps be better presented by the 
|} Cenadian iietal iiining Association, which I understand will 
nresent a brief to you later. . 

Ac a matter of fact, we have been in touch with 
pit. Vansborougn and cormunicatims backwards and forwards 
Pang we have adviced him we will limit our representations 


1 to sone of the neculiar situations that confront mines in 
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remote, hnich-cost areas in the Nortmrest Territorics 


2 and the Yukon. 
i 3 These mines appreciate the incentives which are 
2 gl now in the tax regulations and in the Income Tax Act, 
5} but they FP feel that while they give a tremendous benefit 
( 
6| £0 mines generally, they are handicapped when they are 


in those areas in takins the senefit of these incentives, 
7 


8 narticularly the incentive with regard to the three-year 
9 exemption. 
10 THE CHAIRMAN: Could we ask one or two questions |! 

“th before you get to the meat of this? 

12 MR. BRYAN: Yes. 

13 THE CHAIRMAN: I think from what you say that 


14 C11 is. not included in your organization. 


| = = : 
16) THE CHAIRMAN: As to mines in the Northyest 


15 MR. BRYAN: That is right. | 
i 
17| Territories and the Yukon there are very few operating : 
= a ~ =e . s H 
1g) Mines, i would think, but there is a lot of development H 
19) GCing on and there are prospects. i 
i 
{ 
THE CHAIRMAN: I thought prcebably there were Piva 

Mines in the Norvavest Territories. I dcn't know about 


anything in the Yukon. One boerhaps? 


no te mp me a et 


rin, BRYAN: Well, one is the United Aeno —- th 
bis one. 

THE CHAIRMAN: Sut there are many prospecting 
parties. They are all over the place. There is a lot of 
development. You would, I suppose, speak really for the 
prospectors and developers? 


MR. BRYAN: We are spea‘cins largely for the 
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small operator who is going in and endeavouring to 
establish a mine and get it into production, and get it 
on a profitable basis and we feel that it is for that 
tyre of mine these incentives are largely put in the Act; 
to develop these. 

As we voint out in our brief, the pre-Cambrian 
shield coes extend across a lot of the area to the north, 


and it is our feeling - maybe this is a Chamber of 


Commerce feeling - but tre do feel it is just as rich in 


minerals to the north of this province as it is to the 
north of Northern Ontario, and through there, and that it 
is the last sreat frontier, and these people are going in 
anc develonins, and we feel that they should be given 
every incentive to develop that tremendous area. 

We also feel that while the incentives are 
senerous, as I said here, in the Act, it is almost 
t-speossible for a lot of the mines in tne north to fully. 
talte acvantase of those incentives. I do want to mention 
ene or tio things that cause this. Of course, one is 
weather anc long transportation, and those things tied 
vosetner = because practically 959 of the tonnaze Rich 
is carried forward and back into the north goes by barses 
or by river boats and, as you will realize, the season is 
short. The winters are long and the result is that trans- 
portation has to be carriec on during the summer season, 

liow, this results in a great deal of stockpiling 
I may say that I felt, after reading my brief, I did not 
sufficiently emphasize whoo the because that is a very 
eostly business for the mines and it does slow up the 


setting in of all supplies and also the getting out of the 
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stockpile ail 


because many of the 
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NEL? core, and then when,the river 


breaks, up it.is. shipped out on barses. | As. I. say, 955 
che Shipment goes by lake and river on these bvarses 
a =n the Northwest Territories. 
6 Also, the fact that shey are not close to 
a | contractors. You can't just set on the telephone anc 


Si vell @,man to poring in a bulldozer, Everything has te 
gj De brought nundreds of miles either by barge or by air. 
10| The result is the tempo of development is often mucn 

qi] Slower and not only Ghat, bus in view of the fact that 


you are having 


TOU try, 


if possible, 


= 


oing in by airplenes and barces, 


as 


to get a backlos so that they carry 


14] 2 load both ways and the result is many of the mines do 
15 not set into production all at once. 
16 Now, I did make: a check im the Hining Review 
Se year and I notice - and mind you, this is not an 
18] exhaustive check - but I did notice in goinz over 2 great 
19| many of the mines which have starsed since! i255 anc vhere 
20) they are in well-developed areas, you will find that their 
21) ore production per year is almost nalf their capacity in 
22! the First year and stays almost even. If it is 400,000 

\ 
i LE LIE be 400,000, 42e5,/410, and sJust goes alons 
244 lie that risht from the minute they so into production. 
25 | That, of course, is by reasam of the fact they 


tage to them tax-tr 


three years. 


full production which, 


are able to have everythins there, everything ready. 


' The minute they decide to go on production, they are on 


of course, 1s a tremendous advan- 


ria 


iw 


e when they are soing to get the first 
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When you look at a number of mines in the nortn, 
you t7i11 find production in the first year, perhaps a 
theusand tons, and then it will go up two or three and 
then slowly move up as they are able to get tne equipment 
in. 

L think, fron talking to a nunber of northerly 
men - I had the advantage of talking to ir. Justice 


Paericer the other day - perhaps you met hiz= «hen you were 


1 up there. This is perhaps typical of a lot of the mines 


3 in the north; that is one of their problems. 


=7 


Tov, in our brief we have made certain sugges- 
tions. I am not going to stress all of them because I 

an cuite sure that iz. Vansboroush's organization will 
nerhanos be saying the same thing and be able to say it 
better and to convince you more, but the points that I 

Go wish to emphasize are sne ones with regard to the three 
year exemption and things of that nature where a mine 


een only set the real advantage of that section if it can 
fap 


bE: ket be of imerest to you if I just read 

you @ cuotation from the Department of Mines booklet, 
“Report on Northerly ilines," which they put out, and 

they are referring to the Torcanas mine and they say: 

‘Toreanes mine has once again delayed. in 

macing the decision as to whether or not 

the mine should go into production. ' 

I would think I would make a very good bet if 
Iovere to say that one of the main points in celaying 


their decision is to whether or not they can get into 
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caopacity production and be able to get the full benefit 
of tne tax exemption. 

There are many problems in Torcanas with regard 
to transportation, with regard to developmert of the ore 
bodies. The two main points E wish to emphasize are.- 
and I may say tnat we realize the great difficulty in 
trying to draft regulations where you get territorial 
difficulties, to say that people in one area are goins 
to be treated in one way and that people in another area 
are going to be treated in anotner way. I believe the 
Governments have tried to do it in the depressed areas. 

It is our feeling that perhaps there should be 
some alternative to this three-year preduction basis; 
instead of having it. tied to a specific time element, 
cerhaps it could be tied to the recovery of certain costs 
or something like that. I feel sure that the intent 
behind that was to enable developers to recover certain 


(3 


osts and get into a financial position wnere they could 
earry con and give whem this incentive, 

The deveiopment of mines is still such they 
ean run into stopoases and the difficulty is, under the 
recsulations - and, I think, under the interpretation of 


=} ‘Pe en is, BEd 
the Department - once 


you go om procuction you are on 
production and if, a month later, something breaks down 
and you can't set equipment in and the six months is 
running against you - there are areas where it is very 
difficult to bring in supplies and machinery and equipment 
and look after these things and thereby the production 


stops if they run into a stopvase. That is my point. 


There is another thing I wish to emphasize: 


ee PREECE IFO EEE EEO CO GEES BOE tS SR PRE CSET EERE OC ST 
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| areas, these ones where you get into winter and don't 
| set your ore for a year onto the market. There should 


| be some other yardstick rather than purely a time yard- 


stick and something should be done about the question of 


worl stoppases. 


There is just one other point: as we have 


} pointed out in our brief, exploratory work done prior 


tc the commencement of operations can be written off at 
any tine after the third year - any time you want. You 
would certainly take it after the ueeesyaes exemption 
period. 

sxploratory work done after going on production 
nas to be taken out on the cost. It is our feeling all 
exoloratory work, whether it. was before you g0 on produc= 
tion or later, should come out in the sameway. The 
reason we feel that is the difficulty of aemeneia mines 
to be completely developed and have all its galleries in 
anc everything before it is on production. 


Vhen you get into a settled area they can go 


<3} 
on production with everything there; the minute they 


start to roll everything is there. I don't think there 


lis anything further I wish to emphasize. Those are the 


main points. 


THE CHAIRMAN: Thank you very much, indeed. 


I think we will nave a few questions. The last matter 


} you referred to, exploratory work; of course, it occurs 


to my mind very quickly that there is always a little 


| difficulty in restricting the classifications of expenses, 


lof what it is supposed to do, such as exploratory. If 
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careful definitions of what was exploratory expense, 

} whieh is not needed to the same extent at the voresent 

| time. 

MR. BRYAN: I quite agree with you on that. 
COMMISSIONER WALLS: ‘When we were up to the 

} Yulcon and Northwest Territories one or two of the parti-~ 
cipants mentioned another factor other than taxation 
that was causing a delay in the development of mines 

in that country. You don’t mention it in your brief, 


but I wondered if you could enlarse on the problem that 


there is 2 lack of Pinal processing plants to the extent 


13 that we were told, that some of the ore went all the way 
14) to Pennsylvania. Is that not a definite factor, perhaps 


He than taxation, in delaying the economic expansion 


i 


164; of mines In that area? 
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he Chamber, certainiy, 
is, if we could get these mines so they are really in 
| operation the plantwill be Geveloved in the Yukon and 
ue the north where they will be processed right thers 
| rather than haying to bring the ore down. We realize 
| that is one thing that is very definitely holding up the 
development in the north. 

COMMISSIONER WALLS: My second question is in 
much the same vein: as I think you will appreciate, it 
becomes rather difficult to have one tax schedule in one 


part of Canada and another in another. It seems to me - 
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E4 4) and I would like you to correct me if I am wrong - one 

gi cf the main problems of the Yukon and the Northwest 

gi territories is the lack of access to the mines by road 

4] and rail. In other words, would Pine Point have developed 

5| it they hadn't come to an arrangement with the Government | 

6| to put a railway into Pine Point? Is access not more 

7 ispatant than further tax concessions so that these mines 

gi say they are capable of becoming economic units and 

g| will attract investors! capital? 

10 iR. BRYAN: I think there is a lot to what you 

11| sey. The Government, in my opinion, has done a lot to 

12] assist these mines, building of roads, spending a lot of 

13| money on that, and they have, in the last year or two, 

14] siven a lot of assistance on tote roads in the small 

15 mines. A sreat many of these small mines are now being 
served by air. Of course, the roads are unnecessary. 
There are only landing strips and they are doing a great 
ceel of that. 

The transportation item - I think the Chamber 
would doubt whether we are ever going to nave really 
very many railroads in the north. We will have. more 
reads wthhere you will have truck transport, but a great 
Geal of the soing into the more remote mines will be 


by air, The cost of air transport has been coming down 


10? ] 


so it pretty well meets competition from the barges and 
j}has the advantase that it is very much faster, 


Therefore, I have the feeling that the mines 


E5 


| They are running a reilway up to Yellowknife 
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1) facet of transportation. 


COMMISSIONER WALLS: Looking at that terrain 


it would be comparatively inexpensive to put roads through. 


| from MacMurray. Surely the roads wuld be of greater 
| assistance, I would think, in creating an economic mine 
| than any tax concession, because there isn't much use 


| having a mine unless you can get the ore out. 


MR, BRYAN: That is true but the type of ore 


varies tremendously. Some is taken down in volume; then 
| you really have @ problem. Some of it is very small and 
| they can semi-refine it there and only this very smali 

| amount comes out and comes down to the plant. We have 
Dred 2 Yot of pictures before the Chamber of the developmen 
s} of these different mines end many of these mines are 
: relying entirely on planes. Some are even landins on 


4 : 
} glaciers, 


As you say, with iron ore - you don't do that, 


# but some types of ores that have rich veins are easily 
: taken by air. Bringing men and equipment into those 
piaces is a costly business and secondly, the companies 
| have got to be sure there ‘is foing to be a real profit 


# factor. They are not going .o attract capital without 


COMMISSIONER WALLS: Am I right, most of the 
mines that have developed at the present time in the 
Northwest Territories, their gold is of a sufficiently 


high quality that there is no .--- 


-need for the collection of the Government subsidy? 


MR. BRYAN: I wouldn't want to comment on that. 
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1) < am not sufficiently well-versed. 


21. 


3 
4 


S| 


COIZIISSIONER PERRY: Mr. Bryan, we have had it 
said to us that the taxation people have a rough rule 
of thumb that a mine is not inproduction until it is 
onerating on 60% of capacity; Pe that something you have | 
run across in the north? 

IR. BRYAN: I think that is perfectly correct. 
They Gon't say it is into production when it is just 
talking out the first few tons of ore or anything like that 
I think they sive a very fair deal to the mines in: saying, 
“hen you come on production.” 

I think it is also true once you are: into produc 
tion, limited production, even if something stopped you- 
your three years go on running. | 

COiIZIISSIONER PERRY: This would help with quite 
a few of the problems you have mentioned, wouldn't it? 

im, BRYAN: ‘Well, it does to a certain extent, 
yes, but, of course, the question of capacity - most 
start small and gradually expand, and expand capacity ‘es 


they so alongs. WHost of these northern mines are. not 


| financed as well as mines, say, in NorthemCatario, where 


there is a lot of money behind them and they can start 


| fully complete; they are going to have all their machines 


anc go ahead. 


liany start with a small operation with the idea_ 


| they will gradually develop the operation. 


COIZILSSICNER PERRY: I am susgesting an alter- 


| native of the third year rule. You said that a period 
| might be allowed for recovery of certain costs. Could 


| you be more specific in the costs you have in mind? 
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IR. BRYAN: That is something that I can't de 
of much assistance to you on. There are a lot of promo- 
tions costs and that is the qiestion of a definition 
woLen I will frankly admit is a rough one. 

THE CHAIRMAN: You have mentioned t:1o or thre 
thines to us and there are others in your brief, but the 
ones you have mentioned to us don't seem to be increases 


in the incentives.” “You are not asking for a sevecial 


nuttins this tous toestablish equality with other rines 
in other parts of the country? 

MR. BRYAN: That is quite right. 

THE CHAIRMAN: You.do, of course, suggest 
increasing incentives to the whole mining industry, I 


. 


think, which is that development ‘ould b 
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profits in the non-exempt p a Yes, that would acply 
threushous, “ 

IR. BRYAN: Yes. 

THE CHAIRMAN: Your thought is depletion de 


aiitowed on sross profits - really, you are not asiins 
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for special concessions to the northvest other 


lensthenins of the three-year pericd or the alternativ 


a0) 


Dasisa thich’ you are not very speci fic about. 

tN; SRVaNS*Bestealivr, we are Toping Unec sne 
ecncessions which are now sranted could be adjusted. in 
such a way we wilkbe able to’ set full acvantace in these 
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the becinnine of your brief, is not for the 


sinins industry ms seneral; you were dealing specificoll, 
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EO 1] on behalf of the northvest. 
2 IR. BRYAN: That is right, although some of 


3] the ones, I am quite sure, will-be asked for by other 


5 THE CHAIRMAN: The other ones you are not 

‘| putting in a context of a special need for your people? 

7 IR, BRYAM: No, that is correct. 

: COIZIISSIONER GRANT: As I see lir. Bryan's 

"| pica, it is on behalf of the small operator who has 

eo the advantage of unlimited funds behiné him such 

11] as =isht be the case of a large company that was expan- 

12| cinz its minine activities to another area, well-financed 


13) cr vell-financed before it began its develooment work. 
iR. BRYAN: Essentially that is risht. 
COlISSTONER RAN: The varticular difficulty 

of those small operations is wep, they are so far removed 

m the source of supply. 

IR. GRYAN: That is right. 
Tis CHATRHANT: We are very much interested in 


examining the value there might be in the ex Beene 


ti 
ct 


mininz incentives or tne further ones you propose. 
is very hard to appraise these things. ‘inat the law 
sere incentives removes taxes from one Group and puts 
them on another croup. That is what incentives are. 

Have you any evidence - and I maybe very nasty 
in this question, but I don't think I am - that any of 
the existing mines vould not now be in oneration. if there 
weren't incentives under the Act? 

- DRYAU: I have talked to northern mining 


men who have caid they felt that was true. 


3) would like to find some positive statement which would 


21 59 appraising what you are going to do about mines. I 
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THS CEAIRMAN: It is} a factor when 1b comes 


indicate had it not been for this shift in tax that 
t nere wouldn't have been as many mines as there are. 


I suspect that is true, but I have to take it on trust 


IR. BRYAN: I de feel in the case of the state- 

ment with regard to Torcanas that the owners of the mines 
are very definitely looking at the Sic bare ces to whether 

the incentive, the three-year exemption, will be sufficient 

ts carry them ahead if they so into production. They 


have been sittings bacx for a couple cf rears witn the 


ct 
O 


Nlant and a lot of wort done and they never came in 


CORDIISSIONER GRANT: I suppose it would be fair 


to assume that there are proverties beinz orousht into 


i production in tne north now where additional incentives 


to tnose whicn now exist are not required? 

MR. BRYAN: I think that perhaps micnt be true, 
altnoucsh offnand I don't «new of any particular case where 
Enat “mould be true. 


COMMISSIONER GRANT: Take, for example, if Inte 


f 
i 
‘ 
t 
o) 


national Nickel discovered a new mine, 
MR. BRYAN: I see what you mean. 
COMMISSIONER GRANT: They can commence with 
oroductlon ata 100. rate. 
Hn. BASE 20 igs Se rie. 
CCIGILISSICNER GRANT: Any lesislation which would 


| Give effect to your Submission would probaply have to 
| 
iH 
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apply to all minins companies, wouldit not? 
2 IR. BRYAN: I think that is true, and I see 
the problem; that if, for instance, as some people wish, 
4) they extended the three-year period to a five-year period, 


if it applied to all mines it means that the big mines 


mn 


start off with complete production and set five years 
exemption, which is a terrific gift to them, in my opinion 

On the other hand, a small mine that is having 
trouble soins ahead in five years might not get out of 
the red. I realize that is a tremendous difficulty. 

Tnet is why I was wondering whether it could be on the 
basis of some other yardstick. 

COIZITSSIONER WALLS: What would you think of the 
varcstick it would be three years or the equivalent of 
cvnree vears of work days? As I understand it, one of the 
troubles in the north is they start development and have 
@ brealz:dovwn that stops their productim and causes long 
Celars anc therefore they lay idle in their work for a 
month or tuvo and that takes up quite a considerable por- 
ton of the three years. 

If, as an alternative to the three At was 
CNLree years equivalent to the number of days worked, 
youlcn's that answer the problem? 

m. BRYAN: The time shall not run when they 
are not in operation. That kind of thing would certainly 
one facet would be of great benefit to them. 

CCIDTISAIONER GRANT: That wouldn't syvo0rl: 

unfairly pecause the larse conpanies wouldn't be 
eneounverins the sane hold-ups as the small ones. 


ie BRYA > That se trae.) They can fly up in 
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at any tine. Ina developed area af a generator 


9; they. can. set. one overt if a machine goes there is 


3], one on x “isan aaa ars don ge gen op 
4 THE Ct INTRA: One rik gg sion from ce ae 

5i have had it pone bintones ees as, 3 as you : nay have not iced, | 

6 that one e vay of developing 5 secondary agi aekring in she 

7 ep a country might be to wit thhold ineenti ves ‘such as 

9} outside the country, and that it De only Pees nb to 

10] those sree whose product rece ves processing-in Canada. 
11] Have you any views on ‘that? 

12! IR, BRYANT: I thint it sould be a very, very 

13] difficult thing to handle because Ian anag-ne a certain 


14 type of ore - it would cost tremendous amounts to zet it 


ta 


+ + ca eneng OS ee a :-a 74 
s that ore, and as a reauit the seit 


15| in Canade, to proce 
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171 and the proverty vould stay there. 
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8 depletion from re nines who ship po rav product 
eet E EE Cay Ori 
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nes . & ; ss : ~ 
19 THE CHAIRMAN: L suspect it has * te’ difficul- 


ul) 


ties, Any further questions? 
my * + bat = <pos sna Fey i 3 
same you, ix. Bryan, very much, indeed. fae 


20 
21 
22} completes our auestLonitie:. ile hae exarsin ed your subs isk 
23 
24 


f sion amd i think we umterstand it. we will ee Se Sve 


| aA 


as Aoi siateg ~ xa ACS pies ewes pee / = i ae 
it consideration, ‘@ are silad to see you. Good norninsy 
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IR. BRYAN: Thank you very much. 
CHAIRMAN: iin. Secretary? 


THE SECRETARY: I have tvo more submissions 


a uo As 


B BN B 
ta 
is 


which I would like to enter into the emcee “The peers 


one is on behalf of the Retail Merchants! Association of 


e797 
E12 41] Canada, which shall be Exhibit 153. 
2 
3) --- EXHTBIT NO. 158: Submission of the Retail Merchants’ 
| Association of Canada (Alberta) Inc. 
"| 
5} 
i THE SECRETARY: The second submission which was 
a 
0! 
| late in receipt in Ottawa at the regional hearing is from 
7! 
| irs, Eileen Hitchell Thomas, 9.C., which I would like to 
| 
8 7 
: enter into the record as Exhibit 159. 
9! 
| 
10 |) 
| --- EXEIBIT NO, 159: Submission of Eileen Mitchell 
Thomas, Q.C. 
11) 
1) 
13 THE CHATRIHAN: Thank you, lIir. Secretary. Is 
on aa any further business today? 
3 15! THE SECRETARY: There is no further business 
| 
16 for teday. There is nothing until we meet at 9.39 


tomorro:) morning in Calgary. 
THE CHAIRMAN: Thank you. ‘te will stand over 


to ¢,39 tomorrow morning. 


--- Adjournment 
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The Estate Tax Acts The splitting of 
section S8 into 58(s) into one and two, 
that is, dividing and setting up tro 
atandards. 


A reference to the participants terminology 
of the solution, a question, are these 
properly determinable at market value or 
should it be at a fair value 7? The reply to 
¢he question and elucidation of. 
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pore On commencing at 9.39 a.m. 

THE CHALRMAN :. Mr. Secretary, is there any 

3I reason why we cannot start two minutes ahead of, the haif- 
| hour? 


THE SECRETARY: No, Mr. Chairman, I think not. 


| 
| 
: 
| 
| 


THE CHAIRMAN: Let us do so, then. 
THE SECRETARY: Well, hr. Ccairman, asa Wil 
: the first brief to be presented in.Calgary is being pre- 
} sented by Mr. R.J. Earns, Q.Cy Mr, Burns is here before 


| you this morning to speak to his brief which I would like 


| to enter into the record as Exhibit.No.. 160. 


SUBMISSION OF MR, RJ. BURNS, 9.2, 


THE CHAIRMAN: Thank you, Mr. Secretary. Good 
: morning, Mr. Burns... 

MR. BURNS; Good. morning, six. - 

THE, CHAIRMAN: Thank you very much, tndeec; for 
[what you have cut before us, and for appearing this 


{ 

| 

| --~. EXHIBIT NO. L605 Submission of Hr. R.dJ,. Burns, Q c | 
i 

{ 

| 

t 

i 

t 

: F t 
f morning to tell us of these problems. Our reading indi- | 
5 


| cates that they are real problems, and v2 would like te 


ery} aa esc tee ieee sk te 2 
explore this fuxther with you. 


privilege. Do as you please. We try to eonduct these ... 
reasonably informally, conducive to getting on with the. 
job, of course. 


Let it be recorded, Mr. Secretary, that the ~ 


eS 


Commission.is most..comfortable, thanks to the City of . 


Calgary and its beautiful Court House. 


e 


If you would Like to stand, that_is your § _. 
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THE SECRETARY: It is so recorded, tir, Cnairman, 


THE CHAIRMAN: Mr. Burns,.bvefore we start on 


| your submission, let me be clear. You are a lawyer in 


Pxachios in Calgary? 
MR. BURNS: That is correct, sir, ) 
THE CHAIRMAN: Speclalizing to any extent in | 
| estate work? 

MR. BURNS: Yes, “six. 

THE CHAIRMAN: You have had some personal 

| experience of the cases you recite? 

| liR. BURNS: Yes. One of them I was the plaintif 
| in, tne Burns case, and I havenad one otner case almost 

| parallel to it which has not been recorded, It was 

obit iad 

HE CHAIRMAN: In the Burns case you had more 

| tnan a professional interest, I take it? 

WR. BURNS: Trat is correct. 

THE CHAIRMAN: I think we might go to the root o 
| tnis matter now. Any questions before we do so? If not, 

| do you haveany remarks you would like to make to us before | 
Awe start asking questions? 

hn, BURNS: .,..1.- do not feel, sir, that rl can 

| really add very much to what I put in the brief. I have 
tried to make it “ae e¢onecise as Ican, TT think it 1s aie 
| small point and I hesitate to take up any time of the 

7 Commission on it. I told the Secretary bie Set was not 

| craving to appear before you, 

If I could clarify anything that is in here, I 

} will be happy to do it. Whatever you think will be of 


| most assistance, 


ee Sen FE ren RN NE 


numbers, On page 7, wher it says, about the etght line, 


| Table 2 or 4, it should be 2 or 3. This was procfread 


jon page 11, at the bottom, in the footnote there is a 

i reference to Table 3. That should be Table 2. I must 
apologize for those errors cn the part of someone. 

THE CHAIRMAN: It is hardly a small matter when 
2 you indicate that the duties levied for these estates 

| were 406% and 191%,0f whatthe courts ultimately found to 
ibe due. A substantial difference. 

Now, do these differences turn entirely on the 
oh tebeteat iuse deed ‘ead the niebatity Giles. thank eee} 
MR. BURNS: No. 

THE CHAIRMAN: I think from what I read it went 


2 


! 
earefully several times. 
| One other place where I think there is ore: 
; beyond that. 
MR. BURNS: Quite beyond that. 
THE CHAIRMAN: I wonder if you would tell us a 
} little more as to precisely what the difficulties are, or 
put your finger on them tn your submission, Le you care to 
do so. Whiie I have certainly read them, a recapitulation 
would be of assistance. 

MR. BURNS: The obsolete mortality tables have 
}a bearing, obviously, tc the extent that they are cbsolete 


and an interest in expectancy, becaus the longer people 


live the further you discount future capital interest. 


ed 


That is, if you are entitled to $100,000 on the 


death of somebody who is 50 years of age, and they are 
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, using a table that says they are going to die in 15 years, 
if and actually under the current experience they are going 
1 to die in 29 years, that makes a Ribesidh bearing. 

THE CHAIRMAN: You document that very well. 

MR. BURNS: Apart from the fact that any table 
is not applicable in any given case, There is no such 
|) thing, as : point out, as a table on the life of an epilep 
| tic, a person suffering some physical disability, and that 
lis the problem that faces that particular estate. It 


| doesn't matter what any table says. That is one of my 


1] major points, I think; to get away from thes tables 


if entirely. Judge each case on its merits and permit a 
H recouree to the courts so that these things can be reviewe 
4| judiciously and they are not sort of at the mercy of 
| arbitrarily selectivetables of any kind. 

Interest rates enter into it,gtoo. I have seen 
a lot of changes in them, particularly in the very recent 
h years, so that, for example, to say that any given asset 
| is worth $100,000, and, therefore, the income from it ts 
$4,000, as it says here they shall use 4g, it may be 
| $1,000, or it may be $10,000 on valuing that* income 


| interest and that was one of the problems in the estate 


3} which did not get to court: The Department simply 


| assigned - said, “Here is $19,000 worth of assets, They 

: produce $40,000 a year, and, therefore, this man's - 
| interest in it is half of that, $20,000." In ro iG 

| did not produce anything like $40,000. Never had or 

# never was likely to. 

To me that is just not the way of valuing any- 


f thing. You can look at the figures and the facts speak 


hn 
OV 
= 


for themselves. The mavor thing, I tnink, in both of the 
reported cases was these tables disregarded all - sort of 
the underlying values. They do not give any account of 
whether - I think it is hest brought out the way they do 
it today. isay wie tenn ds in the course of one of thege 
legal proceedings - there is no distinction between these 
two things: if you are entitied to receive, 25 years from 
now, 10% of a property now worth 51 million, that is the 


same as being entitled to receive, 25 years from now, 


So 2 wo ys A mw hw DH 


$100,000 secured by a property now worth $i million. 

i1| The distinction is, one is like a bond, the 

127} Other is like common stcck, because if you are entitied 
13} to receive, 25 years from now, 10% of something which is 
14] presently worth $1-million, there is no assurance that at 
151 the end of 25 years that is going to be worth that $1 

16} million. 

a It could be in Cuban coffee stocks or eopper 


stocks or penny olls, or any sort of thing. You may end 


Loom TS OPS ERA 8 CRN pee 1 PEE NERNEY ft Yn eee et TS REPRE nt tT tH SS I 


up by being entitled to something, say, 105 of $505,009 


3S 


25 years from now. 
THE CHAIRMAN: Cr 1602 o 
BR. BURNS: Yes, that ecoul 


administration it gets. The etonemics of the thing. But 


a) 
Qu hr 
ho 
by 
i 
oad 
pt 
foe 
© 
1 
any 


if you were entitled to $100,000 that is presently senured: 
by assets of $1 million, then you have got first charge 

on $1 million and the chances of your getting your 

one hundred thousand are very much greater. 


It seems to me those are the sort of things that 


20} 
21 
22) 
23 
it 
25 
26 
27 
73 
29 


should be taken into consideration; the marketability of 


something. In the final analysis, that is the test of an 
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| asset. What can you get for it today from a prudent 
| purchaser, and that sort of thing. 
THE CHAIRMAN: Mr. Burns, are we talking about 
| the assets, the value of the assets at a future time they |> 
: are turned over, or are we talking about the life A ta 
ban certain assets which will never pass to that person? 
MR. BURNS: They are both problems. In the 
: Woodward case it was life interest in the rentals of 
| certain properties, so they simply took the position, as 
| I understand the case, tnese properties are now aa 
so much money a year. That is going to go on indefinitely, 
| There is no consideration given to the possible deprecia- 
tion of the area where thos properties were located. 
| Partial destruction of the properties, or tenant moving 
| away or somebody building another store across the street, 
# or tne town moving away fr-iit. That is the sort of 
thing which you just can't look to, 

For instance, recently, they looked at certain 
leases to oil companies on a farm. They needed an area 
of this farm to locate drilling rigs and access wells. 
There you have got to go into the question: how long are 
+ those wells going to produce oil or gas? At the end of 
that time the company is going to surrender the lease. 
| That is the kind of factor that I think should be 
reviewed in looking at income interest. 

In looking at a life interest, how se is the 
! person likely to live, and on whose life it is based? 
| What assets are producing this revenue? How much revenue 
is being produced? You don't just say it's 4% of what 


| the assets are worth, because it may not be 4%; probably 


A8 
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never will be 4%, 


The basis of my contention really is, I do not 
see why these few types of interest are treated differentl 
from all other types of property. 

ID cue CHATRMAN: Let us look at your solution and 
then let us go back on it and see if what you have said 
to us fits into that solution. Your solution is to 


discontinue the first part of the coverning section and 


you add to the second part the words “All property." 


MR. BURNS: The effect of it is, every type of 


i right or interest will be valued at fair market value. 
That is what I am proposing. By splitting Section 58 
f into - 58(s) into one and two, that is dividing and . 


; setting up two standards. One is fair market value for 


together. They are the same as re@i estate. They are 


the same as mineral rights. They are the same as any 


| other type of property, stocks or bonds er cash, or what- 


not. 
Why not use fair market value on them, too? 
THE CHAIRMAN: Very good. 
MR. BURNS: I am not saying that is going to 
necessarily be less or more. That is not my point 


because I am not tryins to save anybody any money. T 


ham trying to get everybody treated the same way. 


COMMLSSIONER GRANT: Mr. Burns, in capitalizing 
life interest, under your definition of value, it will be 
the same test whether applied to life interest or any 


other asset? The same method of valuation. Your idea 
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would be that the beneficiary would be taken into account? 

MR. BURNS: That is right. 

COMMISSIONER GRANT: If that beneficiary, for 
instance, had less of a life expectancy, due to medical 
testimony -(IT suppose medical testimony would be available 
for that and that he would have evidence)- than would be 
anticipated under the present mortality tables, 
the valuation would be made to fit that particular case? 

MR. BURNS: Yes, as close as you can get it. 
Like you value a building; you look at the exact building 
you are valuing. You don't take the average of the 
buildings on 8th Avenue. 

THE CHAIRMAN: The insurance companies, to some 
extent, do that, I think, in that they rate you up, or rat 
you down, 

MR. BURNS: Ther out a surcharge on average if 
yourare below. 

THE CHAIRMAN: They adjust. the mortality tables 
to suit certain circumstances? 

MR. BURNS: That is right. 

THE CHAIRMAN: I suppose it 1s Sete cbaetil a 
that that you have in mind? 

"MR, BURNS: . That’ is rieht, str... I think fort, 
can bring in medical evidence, if you are concerned about 
the life of the person. Perhaps you are not disposed to 
argue with the tables. It doesn't mean every estate 
should go through a court procedure, but not every case 
may be disposed to accept the Department's point of view, 
that they want to use tables. They have developed this, 


All I am saying is, I don't want those tables to be given 
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t 
| 
the force of law and appeal to the courts dented, which it 


You simply have to take the result of their 


| 
slide ruie. | 
COMMISSIONER GRANT: And if the mortality table 
6| 1s to be used, itis your point, in your brief, that it | 
should be brought up to date? | 
MR. BURNS: Yes. I would think that is the 
point. Certainly, if anybody is going to use tables, 
| you might as well use the most up-to-date tables. 
: COMMISSIONER GRANT: I think I can see your 
point; you are not concerned with how the Department 


arrive at their valuation, providing it is fair valuation 


a ei 


| and open to representations on the part of the 


| beneficiary? 


an 


MR. BURNS: That is right. 


| 
| 
| 
| 


COMMISSIONER GRANT: So that they will take tat 


2 ee I a ee 


consideration certain circumatances that apply, particularly 


to that benefictary? 


| 
20 | MR. BURNS: That is right. | 
THE CHAIRMAN: .Mr. Walls has a question. | 
COMMISSIONER Walt: The onig thing that would 
seem contrary to the spirit of that is the fact that on 
your Schedule D you quote three different mortality tables 
The most recent D.B.S. table,which. is 1955/57, which as 
far as I know is not used by anybody yet. Then you deal 
with the annuitants' mortality table and finaily with the 
estate duty prescribed table which I believe is generally 


used for estates? 


MR. BURNS: By the Department, sir, yes. 
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COMMISSIONER WALLS: Don't you think that you 
| have a decided advantage there in the point that most 

| estates are left to women? Now, here under tais table, 

! you have the same expectancy for male and female, and 

: based on the male expectancy, so, therefore, you see if 

| you will look at your mortality table, you will see that 
estate duty prescribed table is very much in line wita they 
| population mortality table of 1955/57. 


MR. BURNS: Yes. f oe 
COMMISSIONER WALLS: Now, the estate duty table 


is in line with both female and male with the modern male 


table; right? 
MR. BURNS: Yes. 


COMMISSIONER WALLS: Therefore, are you not 
gaining quite a decided advantage when the estate is 
left to a woman in that it is being based on male expec- 
iH tancy of from three to four years shorter than the actual 
female expectancy? 

iiR. BURNS: That works both ways, sir. You ee 
an advantage on the male table, if you are valuing tne 
life interest. 

COMLIISSIONER WALLS: That is right. 

MR. BURNS: But you would get a corresporm ing 
disadvantage if you were valuing interest in expectancy 
because, as one goes up, the other goes down. The longer 
the lifetime, tne greater the benefit of the life estate 
| and the greater the discount of the life expectancy becaus 
| you have to wait longer, so I don't think that is a factor 
| which will balance off one way or the other. 

My theory, my real theme, is that no table fits 
tne estate of any one of us in this room, or at least if 


| 


: think we ppould be able to challenge them and say, "My 


; short-life. 


, received? 


on an individual basig on the individual's future or 


| current health? 


| every other type of asset that is in an estate. It is 
h only these rather peculiar ones where you get, sav. some- 


f one's erandfather sas left them an interest for live and 
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| they do, I think we should be able to bring in evidence 
| that they don't, if we don't agree with them. If you 
i or I are preorred to accept - - the results brought out 


i by any tables anybody wants to use, that is fine, but I 


tne 


| life interest is based on the life of a man who suffered 
| a disability," or it is based on the life of a man or 
woman whose family live until an average of 99 years of 
| age. There are long-life people end short-life people. 


People likely to be long-life and people Likely to be 


la total of $83 million, are you not going to make it 


: administratively impossible in relation to the revenue 


i 
COMMISSIONER WALLS: A tax that only brings in 


MR. BURNS: No. 


COMMISSIONER WALLS: By each case being treated 


MR. BURNS: Well, I say, sir, we do that with 


ett SS a Pt EO NET ATEN OY WT A LT TENOR 


fon their death it goes to their ehildren, amd then the 


. intermediate person dies, that you run into this. 


I don't think there are very many. I have run 
into two. In my discussions with the Department they 
talked about others, so I nave no idea how many there are, 
but I don't think it is a bit more difficult than valuing 


a building that is part of an estate, or mineral holdings 


J 
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hat are part of an estate. If you want to challenge it, 


oni 
cr 


2] it's just a case of getting some appraisers in. You can 
siways take the Department's figures, which presumably 
chey would continue to calculate along the lines they are 


today, and so we think tnis interest is worth very 


3} 


A BRE \e- 


~ 
~~ 


t your viewpoint. You wish to be in a position to challeng 
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I just want to be in the position in this case, 
I want to disagree with them and if necessary I want tc 
go to court. I will sit down and argue, but now I can't 


sit down and argue with them. That is that. 


MR. BURNS: That is right. 
THE CHAIRMAN: You say that isn't fair? 
BR. BURNS: Yes. 


COMMISSIONER WALLS: Surely it is difficult to 


MR. BURNS: There may be some: difficulties in 


| the future life expectancy of an epileptic, but surely 


| L should be able to raise that point and say, “This man 


THE CHATRMAN: The regulations! prescriptions 


j is an-epileptic. We will agree under those circumstances 
| this should notbe assessed according to your tables. Let | 
f us make an allowance for that. It is only after we fail 
i to make an allowame, reach an agreement, we should go to 


i 
| 
t 
; 
f court. | 


THE CHAIRMAN: I have the sreatest sympatny for 


m 


COMMISSIONSR GRANT: You might say you could 
lay Gown. a& standard formula fer assessing 2 brick Suilding 
@ stone building, 2 concrete Building, or a wooden buil- 
ding, and that that type of assessment should prevail all 
over Canada, but it would be most impractical. 

MR. BURNS: That is right. 

THE CHAIRMAN: And unfair. 

MR. BURNS: It is not easy to do this. In 


places you run into trouble, such as s=ares : of unlisted 
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cormon stock; what is tnat wortn? You.can go to people 
who are experienced in the business and the Department 


Goes go through the same problem to get what the fair 


THE CHAIRMAN: Mr. Burns, the terminology of 
your solution worries me a little bit. Are these properly 


Ceterminable at market value or should it be ata fair 


IR, BURNS: I have taken the terminology of the 
Set itself and changed the wording as little as possible. 
hinz in the same pot. In my recommendation, 
I sary - must determine market value of such property 
comcuved as of the date of the death. Their sub-section 1 
seys fair merxet value of such property computed in each 


ease ‘ae ‘of the daveiot tne eeath.. Phat follows the 


Tim CHAIRMAN: Alternatively, one would have to 


seek exchanze value for the annuity or life interest? 


THs CHATRHAN: If the word "market" was in the 
law 22.weule seen té- me thavcrvia not ee intention at all. 

ih, BURNS: Loam sorry. - I-gdon't think 2 am 
witn you. Fair market value is pretty well-recognized 
Jgugicialiy, L tnink, 


Ti CHAIRMAN: Market, 
iis CHATRMAN: Surely it means exchange value, 


MR. BURNS: It means exchange - it means what 


@ prudent buyer would pay for something. 
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THE CHAIREAN: Por the life interest in an 
ER, BURHS: Whatever it is. ‘Je nave that in 
| expropriation cases, preperty damase cases. 
THE CHAIRMAN: There it is perfectly fair. In 


| expropriation ere it seems to be perfectly fair. When 
| you come to a beneficiary who is getting a 25-year 
interest in the income from the capital, I am not sure 
: that is semething you can find exchanse value for. TI 
don't think that matters. We ean check the law. 

TR, BURNS: Certainly, you can go out and buy 
annuity and find out what the annuity cost, 
COMMISSIONER GRANT: I think the word “market ’ 


| does not detract from the definition, but to leave ‘market’ 


| es eS eens determining valuation of other assets. 
THE CHATRMAN: I would asree witn you tnere., 
MR, BURNS: It is- pretty well a phrase that has 
| been used throughout all the valuation cases. 


are 


| off the definition would have a serious effect -. - 
; 
| 
} 
; 
Tis CHAIRMAN: In your definition, Mr. Burns, | 
i you retain in your suggested amendment the words “or as | 
fof such: other date as is specified in this Act,” and these 
f words are now in the present Act. You don't, in your 
l brief, sussest an alternative date for valuing assets of 

an estate? 
MR, BURNS: Under certain cireumstances in tie 


| Act that is there, so by leaving that there it is 


| retained. 


COMMISSIONER GRANT: The practice is that they 


| establish value as of the date of death except in the 
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B4 if case of a few instances, . Such as where there has been a 
2] valid gift, inter vaob 
3 MR. BURNS: You can if you wish, when they fall 
4] into this position. I am trying to do the least surgery 
5] to the Act as possible to achieve my end. 
6 COMMISSIONER GRANT: There have been several 
7| briefs presented to us recommending an alternative date 
8] be permitted for valuing the assets ofan estate. 
9 MR. BURNS: Well, there is certainly some merit 
10] inteat. From my experience, it takes about six months to 
11 unwind an estate. I nave seen estates suffer ae 
12) that period, preparing inventory and getting a court 
13) order to deal witn the assets and meanwhile the stock 
14] market has gone dowm., That can play havoc with an 
15] estate. I don't feel this is an inequity, actually 
£6) looking at it broadly. It is jast like ,- take the value 
17|| at the date of death, I wouldn't argue, but in many 
18|| ectates I would have liked to have valued a year after 
19] the date of death if possible. ad 
20 COIMISSIONER GRANT: It would have to be kept 
21] fairly close otherwise it would delay administration. 
22 MR. BURNS: That is right. I don't think you 
23} would want to go too far. That is correct. 
24 COMMISSIONER WALLS: With your experience in 

estates, 

25 settling ranch / in order to hold the ranch within the 
26| fardly do you not think it is necessary to a 
27 Iconsiderable extension of the settling period? 
28 IR. BURNS: You mean time for payment of 
297 succession duty, sir? 


30 COMIISSIONER WALLS: That is right. 


MR. BURNS: Certainly it works 2 hardship. We 
have that problem in this country. My rancher elients 
have the problem of how to keep the ranch in the family 
and pay succession duties. You are getting into payment 
of succession duties and not whether they should be 
substantially reduced. I didn't mean to tackle that 
particular problem. It is a real problem with people 
that have to pay to stay in business. 

COMMISSIONER GRANT: This would be an extension 
of the payment rather than a change in assessment. 

THE CHATRMAN: You are not making revresentation 
to us as to whether succession duties are 2 good thins? 

MR. BURNS: No. There are others more capable 
| than I. 

THE CHAIRMAN: I have no further questions. 


| Yell, Mr. Burns, thank you very much, indeed. We under- 


(a 


tand wnat you put before us. It sounds very good so far.j; 
| Whether on further examination It will turm cut te be not 


so good I can't tell you. Thank you for af }<caring. 


ER. BURNS: Thank you for hearing me. 
THE CHAIRMAN: Mr, Secretary, are we ready? 


TEE SECRETARY: ‘we are ready, Hx. Chairran. 
G 

The second submission is beins presented by hr. I. Graham, 
who is Vice-rresident of the Canadian Federation cf 
Property Ovners' Associations. This brief, Er. Cheirman, 
is on behalf of the Canadian Federation and aliso the 
Ontario Property Ovwners' Association and also the Property 
Owmers' Association of Metropolitan Toronto. Mr. Graham 


is a resident of Calgary and Vice-President of the 


national group. He is here to speale to the brief this 


2015 
ANGUS, STONEHOUSE & CO. LTO. 
TORONTO. ONTARIO 


morning, which I will enter into the record as Exhibit 


161. 


--- EXHIBIT NO, 161: Submission of the Canadian Federatio 
of Property Ovners' Associations and 
Ontario Property Owners' Association 
and Property Owners! Association of 
Metropolitan Toronto. 


SUBIIISSION OF THE CANADIAN FEDERATION OF 


PROPERTY OWNERS' ASSOCIATIONS AND 


ONTARIO PROPERTY OVNERS' ASSOCIATION 


AlliD PROPERTY OWNERS' ASSOCIATION OF 


iETRCPOLITAN TORONTO 
Avpearance: lir, I. Granam 

THE CHAIRMAN: Thank you, Mr. Secretary. Good 
morning, lir, Graham. Don't stand unless you wish to do 
so. Before getting into vy ur brief I would like, if you 
uould do so, to tell us a little more about your Associa- 
tion, its relationship to Ontario and Metropolitan Toronto 
It is a Federation and I would assume it combines many 
Property Ovnere! Associations. 

lim. GRAHAIi: Yes, true, Mr. Carter. 

THE CHAIRIIAN: Why is it that three are selected 
by name, or two besides yourselves, when I assume you 
are speaking for all your members? 

IR. GRAHAIi; Yes, I am, Mr. Carter. The reason 
for this being done in Calgary is that our preeeannt. 
ir. LeClair, of Ottawa, passed away about six montns ago 
and I have been Vice-President for many years, for about 
15 or 20 years. I was in this organization when it was 


started back in 1944, I nave been in it all the time ever 


| property owners of Canada from coast to coast. 


i members of your Federation; a great many? 


fof. I am Fresident of the Calgary Property Owners! 
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since and I have never missed an annual meeting. I am 


| familiar with the ietropolitan Toronto Property Owners' 


| Association and the other Association from Toronto. 


THE CHATRMAN: Ontario. 


MR. GRAHAM: The Ontario Property Ovwners' { 


| Association. The Canadian Federation does represent any 

| association across Canada; that is, Property Owners’ 

| Association, sometimes called Ratepayers' Association, 

and Municipal Associations for improving municipal efforts 
| and our Canddian Federation has been in existence for 2 


; good many years. 


We had a big case in the Supreme Court of Canada 


. 


131 as we say in the brief, there, a number of years ago. 

: That is on rent control. Our Association represents the 
: lowest home owner, the individual home owner and right 

| from that, right up to the man who owns commercial 


| property and apartments. That is who we represent, the 


THE CHATRMAN: How many associations vould be 


cee REE 7 ne naapReSTOT 


BR. GRAHAM: Yes. I would say quite a large 


i mumber. That is something rather difficult to keep track 


——: 


Association and I am aiso Fresident of the Alberta Propert 
Ormers' Association, We have teen very active from the 
time, justofore the two judicial hearings on the Mayors 
of Calgary and Edmonton and Lethbridge. 

THE CHAIRMAN: They pay dues, I assume? 

MR. GRAHAM: Yes. 


THE CHAIRMAN: That is one way of keeping track 
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MR. GRAHAM: Yes, that is true, but the Canactan 
Federation of Property Owners' Assoctations - we have 
asited for donations, they have asked for donations from 
us at critical times when they needed money but there are 


no actual dues from our Association to the Canadian 


THE CHAIRMAN: When you prepare a submission of 


this kind I take it that it is preparedby the Canadian 


| Federation and joined in by Ontario and joined in by 


itan Toronto ? 

I:nkh, GRAHAM: Yes. They asked us to send in 
submissions from here, like Calgary and Halifax and New 
Brunsuieck and Vancouver and we sent submissionsin to tnem 
anc they gathered it all together. 

THE CHAIRMAN: Trey being the Federation? You 
said ‘se" and “they”; who ure you referming to? 

iM. GRAHAM: The individual organizations sent ~ 
neir submission in to the Canadian Federation and they 
2c @ committee there that went over it carefully and > 
think Ir. Willes Chitty had @ great deal to do with it. 
rernaps you know. him. = 
Tid CHAIRMAN: I know him very well by name 


anc I think I met him. Your profession is that of a 


IR. GRAHAM: No, I am a retired associate 
professor of the university and I am just looking after 
my own affairs and business right now, 

THE CHATRIAN: Thank you, Mr. Graham. I propose 
to ctart at the beginning and go through unless anybody 


else would have any questions at this point. “Restore 
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1} incentive." That is point number one, Mr. Graham. 
aI COMMISSIONER WALLS: I would like to ask _a@ queatieon 
: on the introduction. : 4 

THE CHAIRMAN: By all means. I was attempting 

| to move forward from the introduction but Mr. Walls has 

‘| @ point on the introduction. 

COMMISSIONER WALLS: I was Just wondering what 

8} was the authority for the statement that the Federal 

| Government tax powerswere to be restricted to indirect 

taxes. Is bite net based on the fact that originally 

| after federation we relied for our revenue on. tariffs 

| and that perhaps one province was the first to step into 

| the income tax, but surely within our Lifetime we have 

| always looked upon. the Federal Government as being very 
pieeee in the direct taxation field? 

BR. GRAHAM: Are you referring to Section Re 

: Restore Incentive? : ; 

COMMISSIONER WALLS: I refer to the bottom of 

| page i 
: THE CHAIRMAN: It is the introduction, Mr. 
| Graham. I turned back to the introduction because TI 


© 


| 
| 
[ 
4 skipped over it and Mr. Walls wanted to ask a question. { 
¥ou state:~ i 
COMMISSIONER WATIS:/ “Although the federel tax 
powers in theory are presumably unlimited in practice it 
has been understood they were to be restricted to indirect 
taxation.’ That is quite an important fact in our whole 
study of taxation if that is the understanding. 


MR. GRAHAM: I know, lr. Walls, but the whole 


trouble is that our taxing system now is that the federal 


and the provincial and the municipal are overlapping each 
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B10 1 other and we have to do something about it. 
2 COMMISSIONER WALLS: I am not questioning that, 


3] but that the Federal Government only was in direct taxa- 


4] tion. 

5 THE CHAIRMAN: Where does this come from, Mr. 
6] Graham? 

7 WR. GRAHAM: Well, I can't tell you exactly. 


8] I don't know what each Association did, but I think it 
9| deals with it further on. There will be an explanation 
‘0! further on when we get there. I would rather leave that 
question for tne present and we will come to it later. 

THz CHAIRMAN: Let us move on. 

MR, GRAHAM: Hiay I bring to your attention some- 
thing on page: 1? 

One of the most important of these is the compe- 
tition and overlapping bet: sen the Federal and Phonianees 
Governments in today's tax field. Although the Federal 
tax powers in theory are presumably unlimited, in practice, 
it nas been understood they were to be restricted to 
inchrect taxation and for non-provincial purposes, so that 
the provinces (of which the municipalities are a part) 
will nave their normal fields left open. At the time of 
our 1957 - I vas right there - submission it was clear 
that the "gentlemen's agreement” on such a working basis 
was breaking down with disastrous results. 

At that time (1957) pressure on provincial 
treasuries nad forced a renewed search for fresh tax 
sources, resulting in an invasion into the field of 
indirect taxation, This was accomplished by pure inven- 


tion, devices that enabled the provinces by ingenuity in 


TOROMTG, ONTARIO 


Bil 


THE CHAIRMAN: We are pugzléd, Mr. Graham, as 
| to the implicati onthatthe Federal Government was to stick 


| to indire®): taxation. 
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IR, GRAHAM: Mr. Chitty was our spokesman there 
at that meeting with Prime Minister Diefenbaker. That 
is what they are referring to. 

THE CHAIRMAN: I suppose you are familiar with 
the fact that the B.N.A. Act relates to this matter in 
only one way, and that is a restriction on provinces to 
stay out of indirect taxation. 

COMILSSIONER WALLS: I would like to ask a 
question: on page 2, under the heading "Tax system must 


! 


have sound base," what has the fact that some provinces 
have different views on welfare matters got anything to 

Go with one government collecting taxes for another when 
this is primarily done to avoid additional cost to the 
taxpayers through duplicating administration? I don't 

see the fact of their havine different views on welfare 
has got anything to do wit the Federal Government collec- 
ting the provincial income tax. It is done purely, I 
would imagine, from the standpoint of saving administrativ 
costs to the taxpayer. 

IR. GRAHAI: Yes, but, Mr. Walls, the whole 
trouble there is thatwhen the Federal Government edtients 
a tax and gives it to the provinces - the provinces should 
be made to collect their own taxes because then when you 
complain about the high taxes that the Federal Government 
- they say, ‘Well, we are collecting it for the provinces, ' 
and tnat leads to buck-passing, and that is nie good 
thing in a democratic nation. Buck-passing is wrong. 

Each government should be made to collect their 
owm taxes and Prime Minister Diefenbaker did take a turn 


in that direction because on our last income tax forms 
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| paid to your own province. They were beginning to see 

| that that was a bad taing. e 

The Federal Government was getting blamed for 

: nigh taxation when they were peeatce it over to the provincgs 
| -~ a great deal of it - and yet the one who imposed the 

: tax certainly gets a going over from the peonle. Ther 

| resent it. Tne Pederal Government felt they were getting too 


| much resentment over that situation. 


COMMISSIONER WALLS: I can see your theory on 

| that. Are you not subscribing to Parkinson's Law in 
setting up two organizations when one can do it? 

MR. GRAHAM: Mr. Parkinson's Law works everywnerd. 
| In government, it doesn't matter what they do. ney want 
| excuses - and the Glasco report showed that definitely and 
| now they are trying to shelve the Glasco report. Partin-= 
| son's Law again. I saw in ti¢ paper the other day about | 
i that, about Parkinson's Law ~ they snould be on the alert | 
| for elimination of Parkinson's Law. It was so true - what 
| they said was so true and so succinet, and believe me, I 


f would tell you people to go back to the Government and tell 


22} them that they have got to cut down this waste of money. 


: They mave got to tighten their belts. 
High taxation its going beyond our resources to 
| pay, and they are killings incentive right and left. I 
know it, because I experienced it and I havetalked to . 
others who experienced the same thing. 

A lot of couples are going to the Bahamas in 
order to get out of this tax-infested country and you 


should be the people to go back and tell that to the 
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C3 1| Federal Government, that the people are rising up in 


2| rignteous rebellion and it was very evident when Walter 

3] Gordn put on his 11%; he soon found out the reaction of 

4 tne people. 

5 Before, when the Liberals were in and secure, 

6 they eould have done that and got away with it, but not 

7|| DOW. From now on, they won't get away with it. I predict 
g| tzey will have to get rid of the 4% and subsidize the 
building industry or it is going to go right icin tea the 
10 bottom. 

11 THE CHAIRMAN: May we ask some questions, Mr, 

12 Graham? I would move to page 3 where you make a reference 


13| to restoring incentives, and you say: 


14 "All types of tax that can kill incentive 

15 either personal, corporate, in business or 
16 at home, shoulc ce eliminated‘ from our 

17 tax Shelebete i! 

18 I would think every tax has the potential of 


ti 
Killing incentive. I don't think anyone its going to say 


taxes develop incentive. Taxes are depressive, and it's 
a question of just how depressive they are going to be, 
and certainly we wish to be able to suggest means of 
reducing tne depressive effect to the minimum but I don't 
think one can eliminate all taxes that can kill incentive 
without eliminating all taxes. 

MR. GRAHAM: Well, Mr. Carter, what did Ludwig 
Ernardt do 15 years ago in Germany? They were down to the 
bottom of the scale; licked, defeated, tro world wars. 

THE CHATRIMAI: Mr, Graham, please --- 


MR. GRAHAM: He took off all controls; He took 
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ch 1| off all taxes. He said, “Give the people freedom and they 
| will do the job,” and they did that job and Germany came 

| back faster than Canada with all the resources we have. 

| Killer-of-incentive taxes. If you take them 

: off, the oe eee taxes, then the other taxes, 

: like sales taxes and all the other hidden taxes that they 
i have, will give so much to the Government the country 

| «ill explode with business activity. _ 

| Our Northwest Territories would be developed 

| if that could only be driven into their iron-curtain 

| minds. If they could give the people Precdcut: take thre 

| bureaucrats off our backs, give us freedom, we will do the 
| Job and all those people in the Bahamas now would come 


| back, and Switzerland would come back to Canada and do the 


f job if they would only get. rid of this killer-of-incentive 


tax. 

THE CHATRMAN: Are you proposing we serap most 
| of our welfare services, I. Graham? | 
MR, GRAHAM: Who asked for it? I never saw - 
; now, as soon as Fearson got in, what did he do? Ee | 
} 


raised the old-age pension. I have had old-age pensioners 


tell mé it was the craziest thing ne ever did. “We ere 


1 Sma wrepn nar seeN 


} getting along all right.” There was no big headlines in 
ee paper - old-age pensioners are wanting more money. 

! They think by doing this tney are going to get more votes 
: and retain themselves in power, 

| What they are doing, Mr. Carter, is using the 

| tax money they take from us to keep them in power. That 
is what happens. That is exactly what happens, sir, and I 


think you have heard that before. - 
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economy, more inflation, more welfare, et cetera, and who 
co not care how it is achieved or who pays. The Govern- 
ment cannot. These people think the Government pays the 
money. The Government takes it from tne taxpayer. They 
take their cut - Parkinson's excessive bureaucracy - and 
then they pay out tne rest of it. Why, when they take in 
$5 to give to the children's allowance, I bet it costs 
the taxpayer $7 or $8 to get that. 

COMMISSIONER WALLS: There pet, question I 
would like to ask you, on the bottom of page 4. 

MR, GRAHAM: Well, I would like to refer to 
something on page 3 before you do that, if I may. 

COMMISSIONER WALLS; All right. 


MR. GRAHAM: I want No. 1 marked and inwardly 


"All types of tax that can kill incentive, 
either personal, corporate, in a business 
or at home, should be eliminated from our 
tax structure as a matter of general a Ne 


ciple and this should be done promptly so 


as to prevent further deterioration in our 


_ 


economy.” 

And I would like to refer to these succession 
duties. I just heard Mr. Burns saying a word ave them. 
We have some recommendations here that I wish, with all my 
heart, you would take down to Ottawa. Now, right in 
Calgary, I tnink Calgary more than any other place in 


Canada goes on being taken over by the United States. 
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vay it is now it is being stifled. 

COMMISSIONER GRANT: Thank you, Mr. Graham. I 
ee your point. It has been added - this general argument 
on incentive has been added. 

MR, GRAHAM: Yes. I sure would like to have it 
added if it isn't there. On page 9, in the middle, I 
have proof of the 102% that one man was taxed by the 
federal, provincial and municipal tax, 102% on his income. 
ee 
i They wouldn't give in. The first court did. He had 
| zotten it reduced to below 1005 and in the next one he 
lost again and he had to pay 1023. The article is in ets 
| October issue of the Property Owners' Association Magazine 
Double Taxation Can Be Vicious. 

Did you consider that separate tax form for 
| man nae wife - what a difference that would make? 

THE CHATRMAN: We have considered it and it 
has been represented to us by a great number of people. 
There are many ways of coping with the problem of how to 
tax the family rather than the individual. There is the 
American plan and various European countries have differen 
plans. It is something that clearly must be studied by 
this Commission. We Howl Sel ies your suggestion. ‘ie 
are delighted to have your views on it. It is very impor< 
tant. 1 dan't think we need to explore it. ‘We are going 
far deeper into this than in the submission. 

MR. GRAHAM: Do you like that statement about 
promoting juvenile delinquency? 

THE CHAIRMAN: That I understood, but I didn't 
think it was necessary to bring it out because it seemed 


to me you had gone a little far in your submission. 
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IR. GRAHAM: There is some truth. 

THE CHAIRIAN: You could be right. It 
emphasizes the recormendation for the taxation-of the 
fanily rather than the individual. There is certainly 
merit to that point of view; there is no doubt about it. 
Ye have examined everything you have said. We questioned 
you so our understanding is complete. As far as I am 
eoncerned I understand the ‘rest of it. Have you any more 
questions? 

CCLMIIISSIONER MILNE: I just have one question to 
ask you. I wanted to be sure that I understood you clearly 
It was earlier in your remarks when you were speaking abou 
the edministrative cost of the family allowance. You 
felt, I think, that it should be discontinued because it 
costs the Government more to make the subsidy than the 
subsidy has value to the family. - 

I think this is something the Commission wiil 
look into, but in the event that this is so, do you 
think it trould be popular with people to forego the ® 
family allowance subsidy? I didn't mean to ask you a 

; to answer, 
guestion that would take a long time/becauses this isn't 
in your brief. It was something that came afterwards. 
T thought perhaps you could ansier it quickly. 

iR. GRAHAM: Urs. Hilne, I will tell you some- 
thing right now: I have 11 children and I hate that 
family allowance because every time I get it, ’50 or 
650, by doing that 41t costs me maybe $200. I hate it, 
It nas never been good for me. There is, at the lower 


4. 


end, people that lool unon it so they can go to the beer 


- 


parlour. They say, “We will have lots of beer for now on 
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the family allowance.” I think it is ME but a 
| “pribe, Mrs. Milne. 

COMMISSIONER MILNE: Yes, tnis is an area we 
should pursue certainly. Thank you. 

MR. GRAHAM: There ee one thing, inns they 
send their children hi school they are cut off from the 
| children's allowance. That is one good thing it does. 

! It is a bribe, pure and simple. I look upon it as a_ 

| bribe. | 

THE CHAIRMAN: That is interesting testimony. 
MR. CRAHAM: There sas careinesie just as wealthy 
as we are - do they have it in the United States? I don't 
| think they do. 

| THE CHAIRMAN: No, 

MR, GRAHAM: It is a pure and simple bribe. 

| Here is a man with 11 children telling you that. I don't 
| like the family satis. | 

THE CHALRMAN: Thank you, lr. Graham, I think 

| we understand what you have put before us. Thanle you 

ich, indeed, for your views. We are not bringing 

| them all out this morning aac it is unnecessary to do 
that. We-have all read your submission with a great deal 
| of interest. It is entered into our record. It will be 

| taken apart by our staff and it will be given full consi- 
7 deration. It has been very helpful to us. Thank pes: 
Jur. Graham. 

MR, GRAHAM: May I say a word before you fire 

| me? I would say that the whole problem of government is 

} that they have followed the false economic theories of 


} Lord Keynes, He was aphoney if I ever saw one. He says 
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DLO gf the best way - if you get im debt and can't pay yow 
Qi Cebts, the best thing to do is borrow more money; don't 
31 economize or cut out edieevines. This is the method 
4] of the Government today and it is a result of that, 
tne economic advising group. They should go back to the 
economic ideas of John Stuart Mill and Thomas Smith and 
then ve vouldn't have all these terrible problems we 
heve, You should be able to make a very strong represen- 
Qi setion to the Federal Government. I hope you pour it on 
10) Ccuble hard because they sure need a walkte-up down in 
| Cttatia whem ther cive $6,000 to their members without 
mc ispese Et om echers and exempt themeelvea fram if. 


They ought to be all fired in the next election for doing 


12 inco:.e tax «then they are the ones who make income tax 
Tlease, for goodness' sake, get down to basic 
facet anc sensibleness in economic theories, So many 
r chincs are coming out now. As Baruch satd, “If 
en e¢ecnomics professor knew economy he tvroouldn't be an 
Quiet, vrofescam.. He would be sittins om the Com wlth 
ir we Look at Ludwig Erhardt in Germany - nave 
nearc. cf him? dave you discussed nis economic phiie= 
dunin: Gee | ee, 
iwie GRAHAL: Look at that, rpicht after aitier. 
“Go &@ National socialist, He comes alons and 
iltenec Lt to tne other way. Look at Germany. Canada 
co tne came if we had an Erhardt here instead of 


Valter Gordon. We would be the same thing here and 
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anada of ours would be the greatest 
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place on earth, if they would only do it. 

THE CHAIRMAN: Thank you, i. Graham. Ve are 
not in a position to do more than the job put before us 
in our terms of reference. You have submitted your brief 
and it is in accordance with our terms. Let us not spoil 


it by going beyond it with things we are not concerned 


about and discussing politics and personalities. Thank 


you very much for your appearance this morning. 
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E/AR/éou 1f --- Short Recess 


2 
3 THE CHATRIAN: Im. Secretary? 
4 THE SECRETARY: Ir. Chairman, the next submis-~ 


sion is being presented this morning by Dr. Donald C, 
L. CEE. fs0e 7. NeEven is here to speak to his brief. 
lie has brousht along with him a supplementary brief 
which I have just given to the Commissioners, 


I vould like to enter the original and supple- 


mentary brief into the record as Exhibit No. 162. 


i=. EXHIBIT NO, 162: Submission of D.C. McEwen, Hid, 
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THe CHATRITAN: Good mornings, Dr. McEwen. Don't 


THE CHALRIAN: We have read your original | 

cubmission with considerable interest and have questions 
or you. Hr. Bennett tells us you have handed to him a 
supplementary submission which we have all got before us, 
which we have not read because it has just appeared and 
we woulé be very slad - I-don't think it is gaptienkares 
longs - if you would care to read it, we would be very glad 
to look at-2€. 


DR. HicEWEN: Very good. It makes it easier for 


In preparing my original submission to your 
Commission, the text was prepared in ignorance of your 


terms of reference and reflected only one individual's 
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amclety about municipal taxation which, by not being 
eductible from gross income, amplified inequity and made 
She Federal Government an aecessory-after-the fact. 

2. At that time the author was not a home 

oumerfrte first time in ten years. I was moving between 
gina and Calgary. Since then he had moved to Calgary, 

another nome has been purchased and the problems faced 

by so many Canadians having to do with municipal taxation, 

mortgage payment, life insurance and their relationship 

to income and income tax again have been appreciated. 

3. Since then, also, we have had a federal 
election, a budget, a great debate in Parliament and 
throughout this nation with regard to the long-term 
objectives of Canada; for an increased Gross National 
Product, for widespread prosperity for all citizens, and 
a searching for a solution of how we are to repurchase 
our assets from our great neighbour to the south, The 
United States of America. 

4, It is now ome hundred and one years - If 
appreciate this is somewhat repetitious of some of the 
things you went over with the last submission. It is now 
one hundred and one years, 1862, since the U.S.A. allowed 
as deductible federal, state and local tax from gross 
income, and eighty-eisht years since these were extended 
to include mortgase interest, repairs and losses from the 
sale of land. In Great Britain and the U.S.A., to the 
best of my knowledge, certain deductible allowances with 
recard to life insurance premiums have also been included. 

Be. The point of all this, Ir. Chairman, is to 


suggest that in looking at these two countries, who have 
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E3 1]| been able to generate so much capital for investment not 
2) only in their owm countries, but throughout the world, 
3] possibly a principle can be evolved which will.allow us 
4] as Canadians to finance the re-purchase of our heritage. 
5 6, Canadian citizens, by and large, have too 
6| frequently only one investment outside their business, 
i This is thal> home. In purchasing it, in furnishing and 
improving it, in paying municipal taxes compounded by 
the income tax surcharge, in tle disallowance of deductions 
ef mortgage interest and basic life insurance premiums 
this is as much and often more than many can afford. 
Basic Canadian deductions for income tax are not unfair, 
but by not positively encouraging investment, potential 
funds are diverted into consumer goods. Money for invest- 
ment or money for consumer goods are not necessarily 
competitive or absolute alternatives. ‘Ath incentives 
many Canadtens would increase their annual income by 
xtra work. If changes in this direction are not taken 
4t misht not be the rank and file citizens of Canada who 
re-purchase her economy, but again the few who already 
orm so much of tag is now Canadian. - 

7. With regard to my original submission, 
municipal taxes by not being deductible from gross income, 
remain a source of concern because kmovm inequities are 
cimoly magnified. These inequities are familiar to most 
people and have been catalogued repeatedly in books on 
municipal taxation. 

3. It seemed wise - this is certainly not my 
field, and I am out of my field other than speaking as a 


citizen, “it seemed wise to obtain the feeling of the 


i 
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"Tt is apparent that home owners already 
rpasoy a tax advantage over non-owners. 
This advantage arises from the non-taxable 
nature of the value of rent received 
through ownership. For instance, a man 
who chooses to invest in stocks or bonds 
must take into income the dividends and 
interest earned, but the man who alterna- 
tively purchases a house is not required 
to take into income the value obtained 
from this investment. It is recognized 


that in this latter case the value its not 


normally '‘cash,' ppt ties it is very real 
and comparable to cash. I mention this 

not to discredit your suggestion, but 
merely to point out that there is a serious 
difficulty in meeting it. I shall be very 
interested in oe in due course 2 
‘the Commission's views on this subject.” 

Signed. Br. W.L. Gordon, 


9. In seeking interpretation of this letter, 


| many knowledgeable people agreed that iir, Gordon was 

| probably technically correct. To those people who live 

| in homes paying their mortgase principal and interest, 

| their taxes and insurance policies, as well as undertakins 
| the stewardship of a home; €.2.,5 paintings, general upkeep, 


| snow removal, gardens, etc., etec,, little sympathy could 
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found that heme o:mers enjoy a tax advantese over non- 


19, im. Gordon's comments require your 


tL. in conclusion, FY. Chalrean, sere eniarce= 
ment of my orisinal submission has been made. Each of us 
is anxious for a Canadian system of taxation capable of 
generating adequate revenue for tne various levels of 
covernzent, 


rE 


a 


one that positively encoureses investment 


in cur ecuntry. It has deen sugsested that those prin- 


fecerai, provincial and local taxes, deduction of mortgage 
interest enc certain basic life insurance premiums be 


* 


~? 7+ 2-2 Vw * nm at 
given close serutiny by your Commission. 


Ta CIHATRANS “Thank rou very much, Doetor, 


5 ~ Sa a2 re Jet, 2 aati - 3 sf 
weLOLG Evel uens Of LHiS, © was VONrcerc 


be so creatly abscerbed by taxation. We are all interested 
in it, opvicusiy, because we all vay it but you seem to 
nave more interest in it than the normal taxpayer. 
rave ee foune yourself involved in economics? 
it, Lions "TO, L donc thine se," think ches 
anyone who is ectively in a professicn or business, and 
is 2eerne wis Cech work, and tries to keep reasonably 
abreast cf the times, I think cne is projected into this, 
One is faceineted whenever a Royal Commission is appointed 
because vou would not nave been anpointed unless there wer 
some aspects of our tax problems that needed looking into. 
iIoheve alvays felt in-payins out any ‘smaki 


anount of money, which was directly to a Government, that 
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| it was unfair to not have some recosnition of this. 

I think there are many pecple, whether it is in 
| charitable donations cr in many ways, that they are the 
Same people that are contributing larse amounts of money 
to various things in our country. 

I am not sure that somehow or other we are not 
relieving our people from contributing what they could in 
this. country. 

THE CHAIRMAN: I am interested in the fact that 
you wrote to lf. Gordon and received that reply from ir. 
Gordon. AS a matter of fact, I was going to point out 

to you exactly what Mr. Gordon has pointed out to you. 

The law in England used to be sah - not now, but used to 
| be such - that they imposed a tax on the imputed value 

of the rents derived from home ownership, and, furthermore 
| it is pretty apparent that the home owner now has a tax 
advantase over the man who rents. 

I had that brought home to me the other day in 
my own case because my wife sugzested that we consider 
moving into an apartment as opposed to ownins the nouse. 
I got out my pencil, proceeded to find out how that 
stacked up; the amount 
in rent, how much money you have to pay out each month, 

After writing down the cost of the home and 
setting in the other column the amount of rent, I had to 
look at the amount of money I had in my home which would 
| then become available for investment. I assumed that I 
} would receive so much on it; I could compute the taxes on 
that, and that was the difference between home ownership 


and rent, and it was of some substance. 
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I am only saying that to indicate that there is 
an incentive. Now, perhaps it is not enough, and perhaps 
mortsase interest should be deducted and there.ought to 
be cther things, but one must always remember that every 
time one gives an incentive, it is taking avay taxes from 
one person, and dumping it on other people. 

DR. MeEWEN: I realize that, sir. Accepting the 
fact the same amount of money has to be generated, and 
even within the allowable deductions at the moment, if 
some of these were particularly earmarked for het things 
as I have suggested, it may be that deductions might have 
to be increased to positively get people to invest in 
this country, but what we are trying to do is compound 
investment on investment and somehow seein waht the same 
thing whien Canada has to do, 

Tk CHAIRMAN: I suspect we arg being successful 
with regard to nome ownership, are we not? Isn't home | 
ovmership increasing? 

R,. MeEVEN: As a physician, whether or not ® 
these things are in the law, most of us - and that is 
why I wrote en aijetaeat submission. I didn't until I 
nad read your terms of reference Z tried to think about it 
@ little more. There are certain things that I did not 
appreciate, but we, certainly, in medicine see many young 
couples who get married and wish to have a home and the 
man may be making $350 a month, and she is working and 
making $300 a month, and they buy a home, which is what 
everybody vants to do. 

A family comes along and immediately they are 


eut back to possibly $350 a month and these people are 
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| and try toborrow the money. He didn't have the money and 
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| There is the Anglo-American, and different ones. The 


| personally. I have known nim since 1936, personally, and 

| I met him on the street - I want to tell you this - I met 

| him on the street one morning. He said, "Do you know, 

l Irvine, what I am going to do? I am going down to the 
bank to borrow $4 million to pay income tax on this Anglo- 

| American. I would like to save tne company for the 


| family." 


"They wanted $7 million off me and I beat them 


| down to $4 million,” and he was going down to the bank 


i he lost the Anglo-American, 


Now, the succession duties: the present Succes- 


| sion Duty Act should be changed sc as to ensure that a 


i 
business established by a Canadian, with Canadian capital, 


may be maintained by his heirs for generations rather than 
be foreed to wind up or be taken over by foreign interests 

THE CHATRMAN: Mr. Graham, please, we have read 
this brief carefully. We have underlined part of it. We 
have noted eertain questions. There is no need to read 
it to us. It is entered in the record without reading. 

aloua 

We do not propose to read All the submissions that are put 
before us. We could never conduct tnis job. We don't nee 
to do it. That is repetitious. If you will permit me to 
ask questions, we will do so. 

MR. GRAHAM: What do you think about that 4% 
tax? Do you agree with that? 

THE CHAIRMAN: I am sorry, sir, it is not our 


job to agree or to disagree. It is our job to receive 


SO Te Li GE PDR 5 te v0 


2827 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 


C7 1} your submission and to draw out from you any 
2 amplification of this submission so we fully understand 
3] it and to consider it ourselves and then to report even- 
4] tually on what we have heard from everybody in the 
5] country. 
6 liR. GRAHAM: Well, what question do you want on 
7i page 4, then? 
8 THE CHAIRMAN: I am sorry, we will select the 
9] questions, iir. Graham. 
10 COMMISSIONER WALLS: I told him I would like 
question him on page 4, 


THE CHAIRMAN: Mr. Walls has a question on page 


Et sey 


COMMISSIONER WALLS: I can quite understand 
your recommendation that the estate tax, perhaps, should 
not be charged until tne ceviving spouse dies, but there 
is one paragraph here where you say that if the survivor 
remarries a reduced tax be collected on the remnant of the 
first deceased's estate still unspent. Now, that is a 
reduced tax otner than tne possible lower rate resulting 
from the estate's depletion. What amount of reduced tax 
ado you have in mind? 


IR. GRAHAM: It is our recommendation if a man 


and wife have an estate togetner, as part of the lifetime 
structure for security in middle age, if one of them dies, 
tne spouse has a hard time to keep the business going with 
a sudden falling avay of half of the manpower, and probabl 
tne one most interested in the business, but they levy a 
tax in cash and on a false valuation sometimes. 


If this woman can marry somebody who can carry 
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on the business, we submit that there could be some tax | 
taken, then, on this estate, but we don't think that you 
should be hard on the estate when one person goes and the ' 
otrer one is stili alive. 

Leave it until the time tney are both deceased, 
unless the remaining one gets married, and then they can 
pernaps stand some taxation. Se that we recommended 42 
reduced tax which would be collected. Does that answer 
your question, if. Walls? 

COMMISSICNER WALLS: I can understand your 
thinking that as a wife has aided the husband in devéoving 
the estate, that perhaps the tax should not be collected 


until the survivor dies, but if she remarrtes then surely 


it is entitled to the full estate tax. ‘that, in effect, 


you are now asking for is a reduced estate tax covering 
all estates. 

MR, GRAHAM: Well, as long as government was 
J 


h eareful not to kill the business. Thnet is what we are 


} 


£ 


eoncerned about - is the business being = _c out or 
stopped, 

I have known of instances in town nere where 
i they nad to throw up their hands and quit. Do you think, 


Mr. Walls, that that is a good thins for the economy, 
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uties should knock business right cut of 
the operating end? Our business failures surely are 

} enough without having estate taxes kill them besides. 

It is hard enough to stay in business many times, 
lana you have your ups and downs and my own experience is 
some years you make good money, tne next year you might 


| have a loss. Well, I could seem them making you pay 
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income tax on that one year. Of course, a farmer can put 
over five years, but I haven't had that experience. I 
think there areinstances where income tax does. allow it to 
be spread over a number of years, but they are pretty 
tight on it. 

THE CHAIRMAN: Moving, then, to page 6, clarifi- 
cation of capital gains, you refer to net worth assess- 
ment, lir. Graham, which we have all seen, I imagine, and 
they are illegally taxing capital gains. That I have not 
seen, 

I was wondering if that is a fairly common 
occurrence? 

IR, GRAHAM: Absolutely, and I experienced it 
myself. They can come to anybody - I challenge you, Mr. 
Carter - anybody - an income tax bureaucrat can come to 
you even if you were getti~s wages and ruin you by the 
net worth essessment system. He can take everything you 
have and you are guilty until you prove yourself innocent. 

That is the thing that I think should be changed 
This is not right in a democracy, guilty until you have 
proved Bw AS precy eae That is a terrible thing. You 
vali about Communist organizations. The greatest Communist 
orsanization is the income tax --- 

THE CHAIRMAN: tir. Graham, let us deal with the 
questions, if you please. We do not need to go into 
Communist organizations. We do not need to male speeches 
on all these points. We are not going to get through 
with this job 1f we delve into the philosophy of each of 
these points, 


I want to know if you have had any experience 


-— m 
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much, This matter in the middle of page 7 I think is 
very significant where you deal witn something which you 
| refer to as ‘court drift, indicating that the courts 


and you have replied in the affirmative. Thank you very 
have really changed the tenor of the law to the cetriment 
of the Sy eaerind It its the second complete paragraph on 
page 7. 

MR. GRAHAM: Yes, I know what you are referring 
to. 

THE CHAIRMAN: The court drift, coupled with 
too much power in the hands of the Minister of Taxation. 
I think most of us thought when the court was estabiished, 
or hoped it would, in fact, narrow the law and improve the 
law. The law was very vague where taxes are concerned, 
and whetner that has been successful or has been unsuccess 
ful - many people think it is successful and has prometed 
a better understanding of the lav. I gather that is not 


the case nere, 


eS ee oe 


You don't believe this. You people believe it 


i has. misdirected the law; am I correct? 
liR, GRAHAM: There are instances. Now, I would 
t refer to the Cohen case on the capital gains om mortzazges. 


; Well, the Cohen case -~ in Toronto, I believe it was - the 


ene: 


Canada decided that ~- supposing you buy 

fa mortgage for $3,000. It is worth $4,000; $1,900 is 

capital gains, and subject to income tax. That was verified. 
As a matter of fact, they tried to get it from 

| me, assessed me on both, and I had to take it to court to 

get it off, and they knew all the time in the income tax 


office. The Supreme Court case had been there. I 
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Clq i Aiseee S recently from Fred Scott of Calgary, who went 
2| to the Supreme Court again over the same thing and now 
3] they have reversed themselves. Well, where do we stand, 
for socdness' sake, on that? 

At one time we were able to call it capital 
gains. Now, we don't know where we are. There has been 
tuo Supreme Court cases in Canada and it's - when you buy 
one of these mortgages you should know where you stand 
before you do, You should know how you are going to be 
Gealt with by the Income Tax Department when you make a 
Geal. That is another complaint. I don't know whether 
this makes specific --- 

THE CHAIRMAN: In regard to this capital gains 
matter, you say it should be at ieal I don't think 


there is any doubt that we will all agree with that. 


iR, GRAHATis Ia glad you do. 

THE CHAIRMAN: Just how do we proceed to clarify 
it? How does one write a law which is clear in these 
matters? I don't think in any part of the world thes® 
matters have been completely defined so everybody knows 
where they are, but we are certainly looking «for all the 
assistance we can receive on this matter of clarification 
ef what is income and what is capital transaction, 

int, GRAHAIi: Just to show how confused that is, 
ir, Carter, it was In Hansard and in the Herald here, Mr. . 
Chubby Power, when the Liberals were in full suing, asked 


Minieter Barris rignt.in Perliament — he- said, ."tr. 
Harris, is there a capital gains tax in Canada?” Tir, 


Harris said, “lNo,. there isn't..' 


“tell,” said Chubby Fower, why don't you tell 
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the Income Tax Offices across Canada about it?” I am | 
quoting. 

THE CHAIRMAN: I am asking you for assistance, 
Mr, Graham, ‘We know these tnings. I have read that, just 
as you have read it, That 1s not very helpful. Can you 
tell us how to cure it? 

MR. GRAHAM: Well, I would say the best thing to 
do is to ask the Federal Government and tell them that the; 
had better do these things or else they. are going to 
sabotage the economy , 

THE CHAIRMAN: Thank you, Hr. Graham. 

COMMISSIONER WALLS: I am rather interested in 
your suggestion on page 8 that reitenyndl taxes be deducted 
from income tax, I note that further on in your brief, 

I believe on page 14, you narrow that down or appear to 
narrow that down to the municipal taxes covering education 
and welfare be deducted, 

im, CRABAN: That is the second alternative 
if you can't get it on the whole thing. 

COLBIISSION WALLS: Your brief didn't make 
that quite clear and I presumed this was a generality 


that you deduct municipal taxes but specifically you 


RL ESLER MERE AEE HS AN SA 


meant those taxes that weren't directly used for the 
improvement of 
property, such as education and velfare. 

PR, GRAHAM: Yes. Excuse me, Er. Valls, may I 
just refer to one point before that: this depreciation 
allowance. What the income tax does- for example, there 
are a lot of complaints about unemployment, and I have 


some older places, and lots of people have older places - 


you go to renovate them and fix them up and you figure 


“enot 
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that you are soing to increase your income, charge a 
little more for the suites, and the income tax, of course, 
is going to cet their cut off that, but not only do they 
do that, but they come along and. say, It is not repairs, 
that is capital, ' and they change it from repairs to 
capital. Then they add it on to the price of the building 
anc then it is depreciated and when you sell your building 
you pay income tax not only on the money you received but 
on the money you spent. That is killing incentive, 

THE CHAIRMAN: I read that most carefully. I 
had underlined that and I agree with you that is probably 
a defect in our law, and I have written against it ‘Cure.’ 
Ho: €oes one cure this? I don't think it is to remove it 
fron the recapture restrictions, but to perhaps restrict 


the amount of recapture in some way with regard to long- 


'R,. GRAHAH: May I just say the way to cure that 
would be to allow the owners repairs and that he could 
charge it against his income, and then. he would do it 
and he would employ people to @Mit. 

THE CHATRUAM: : Thank you. 

COIZ“ISSIONER WALLS: Getting back to this 
section on pase 3 in which you talk about double taxation 
and gO on and suggest deduction of municipal gooete from 


= 


income tax: my interpretation seems to be a little 

cifferent from yours and I vould like to enlarge on it. 
There are a number of taxes that the individual 

has to pay, but that doesn't necessarily mean that this 


is a double tax. ily interpreta@ion would be it is double 


taxation when he is taxed tice under the same tax, Is 
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that what you mean? 

TR. GRAHAM: No. In the United States you keep 
four stubs if, for example, you buy some cigarettes and 
you pay some tax. You have already vaid the tax on the 
money you, received, You have to pay a tax on tax, hen 
you pay another tax you should be able to deduct that 


from your original income. 


COLZTISSIONER WALLS: Yes, that is covered in another 


section of your brief. 


MR, GRAHAM: This (a) and (b) question here of 


man has bonds and then he mortgages his home, the interest 
he receives on his bonds he has to pay income tax on 
whereas the interest he pays out for his morgage he 
doesn't get an exemption for and he is penalized. ‘hen a 
man wants to get into ates. likely the discsest asset 
he has got is nis home and he mortgases 1t and he has to 
pay interest on the mortgage but he can't use it as an 


exemption on his income, You understand what I mean? 


LR. GRAHAM: Don't you think that 1s an unfair 


situaticn? That should be corrected. 


tem, 


| 
, 
H 
COMMISSIONER WALLS: That is right. 
COMMISSIONER WALLS: If you are goinz cto deduct 


e 
ay 


other taxes then provincial sales t 
inc luded 
I know you don't have itt in this orovince. In all other 


perhaps should be 


provinces, with the exception of one, we have a provincial 
tax. If you are going to have one provincial tax ceducted 
from income tax don't you agree you vould have to consider 
all of them? 


LR, GRAHAM: I must point out that is what they 
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D4 4} have in the United States, If this is done there they 
2| must realize it is double taxation. They say single - 
3] if you pay a tax - when you receive money and pay a tax 
4] on it, if you pay that money out the tax should be able 

' to be deducted from the money you received. The same 

ij should apply here. 

COMMISSIONER WALLS: A lot of what you say is 
correct, but I doubt the State sales taxes in the United 
their 

States are deductible from/ffederal income tax. 

MR. GRAHAM: They can keep stubs. It is in the 
Financial Post. 

COLMISSIONER WALLS: It must be correct, then. 

UR, GRAHAH: It refers to (bo) on page 9, 
miscellaneous: 

“A citizen of the U.S.A, can get credit on 

his income tax f:: every cent of other 

taxes paid - on meals, cigarettes, munici- 

pal taxes, hospital taxes, home mortgage 

interest, et cetera.” 

It could involve a lot of stubs, but they can 
have it. [ 

COMMISSIONER GRANT: If you were in business, 
lir, Graham, and you hyve occasion to raise some money and 
you do it by way of mortgage on your house and you use 


that money in your business --- 


COIMMILSSIONER GRANT: --- do you suggest in your 
brief that you are not allowed to deduct interest on that 
against your business? 


MR. GRAHAM: Yes, I say it is if it is the home 


2 
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| you are living in. If it is a rented home and you nave 

| a mortgage on that you can charge interest against rent, 

) COMMAISSICNER GRANT: I suggest that you are not 
| right on that, Mr, Graham. I think if you are using that 
} in your business you can deduct the interest charge. 


MR, GRAHAM: Well, iir. Willes Chitty went over 


THE CHAIRMAN: We have taken the trouble to do 


MR, GRAHAM: And you are sure of that? 


THE CHAIREAN: Yes. 
COMMISSIONER WALLS: © Yes. | 
NR. GRAHAM: Maybe many people dem’ kmow about | 
| it and don't do it. . 
COMMISSIONER GRAN?: ‘What is the difference in 
fa person in business going to a loan company, 2 mortgase 


¥ company, and raisins money onthe security of Ris houge, 
l of his note or collateral bond if the money is used in 


MR. GRAHAM: That is a legitimate - what you 


{ 
| 
' 
i 
| 
f or going to the bank and raising meney on the security 
i 


;micght-.call - complaint, if you do say interest. If you 


Say it doesn't exist - I don't tmow, I would like to imow. 


| You really have checked into it and you found they can. 


i 
i 


| Supposing that only part of the money went into the busi- 
/ness; how are you going to figure it out? The Income Tax 
| Department, these boys are pretty dictatorial. They can 

| come and say anything they like, and you are guilty until 


| you are proved innocent. They certainly hook you lots of 
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1] times. I don't know why this would be in here if it 

Zi vasn't right, I am sure. 

3 COITITSSIONER GRANT: If you have a mortgage on 
4] your house and you use that money to purchasea house 

5 youadvocate the interest to be deducted as an expense 


6| asainst your personal tax... 


7 ER. GRAHAI: Yes, 
8 COMITESSIONER GRANT:..would you eonsider that 


gi that would be an inducement for a person to put a mortgage jon 


10] his house and use the money for other purposes, for invest 


12 ER, GRAHAM: Yes, if he could get a mortgage 


13) on his house for 5% in the N.H.A. and then buy bonds for 


rs 
re 
OV 


6&> it certainly would be an inducement and I don't see 
15] where there is anything wrong in that. I think if a man 
16) wanted to do that it woul’ be perfectly all right. Then, 


17|| there is a big complaint, Ir. Grant, about Canadians not 


18|| investing their money in their various mines and oi] 
19} businesses; they have to go to the States for money. 
Quebee, when they tock over the power - where 
they go? They went to New York to get money. Why 
couldn't they get their own people? If people could 
mortscase a house and get an. exemption — put money into 
power and may be make 1% or half-a-percent they wouldn't 
have to go outside the country for money and there wouldn! 
be this foreign control in natural resources and business 
here. I think that would be one of the best ways and a 
wonderful recommendation if you people could make it to 
the Federal Governmnent and get them to listen to it. 


4. 


Tt woulc stimulate Canadians to go into their own business 
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- paying up to 10% of their total income on municipa 


On the other end of the scale, and I am sure 
| you are half-way in between, there are many older people 
who have devoted all their lives to building up their 
home, and then they get to the point where they retire. 
Now, it's a very large pension these days which will 

| allow someone to live in a home. If they have been 
paying $300, $400 taxes, where 10- years ago the taxes 
were $200, they may now pay $410. These people are 

| forced into an apartment. They havebeen bringing up 
their perenmiais and trees for 30 years and cannot even 
enjoy them because they cannot afford it. 

I am only suggesting, as was suggested before, 
15| that I think we have got to build in an incentive. This 
16] is the thing that has always made this country work. 
17 THE CHAIRMAN: An incentive to greater home 
18} ownership? | 
19 DR. McBWEN: Yes, and to invest. 
20 THE CHAIRMAN: Thank you. 

It is deductible to arrive at income. 

DR. McEWEN: This is what many people are 
doing.. There are thousands of people in this country 
who are. Look at the apartments that are going up. 

At the end of 20 years they have got it all depreciated 
through their rent, and this is undoubtedly the most 
popular investment in Canada -t the moment. Twenty years 
from now the person is looking forward to an income of 
$800 or $900 from his 15-unit apartment. 


COMMISSIONER WALLS: Correct. There is one 
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deduction for taxation. Do you agree with that? 
DR. MecEVEN: Theoretically it would be true, 


y 


but it is very rarely seen because what happens is that 


ta 


he so frequently feels he has made a capital gain and 
will sell his apartment, possibly, in 20 years and go to 
California and live on his $100,909. 

COIMIISSTONER WALLS: You have experienced the 
wrong type of landlord. 

THE CHATRMAN: I think we untrstand your vieus 
very clearly. You feel very strongly that there aia be 
the greatest incentive to nome ownership. I must warn you 
we have got to watch incentives carefully. ‘Je cannot 
completely erode the tax base by providing incentives 
for everything. It's a qestion of now much weight one 
cives to one ree ae opposed to the other, 

DR. McEWEN: I would think, sir, for my own 
information, I don't know whether these deductions - I 
suspect in Great Britain and in the United States both 
that deductions are considerably more lenient tnere, but 
after income tax started to be paid in both countries, the 
taxation is higher. 

THE CHAIRMAN: One can accept that very readily, 
and there are some social deductions permitted there, 
because of this very onerous rate of taxation, In the 
States there is about a 20% erosion of the personal income 
tax base. 

Most people in this country, I think, would hope 
that we would not involve ourselves in the same deductions 


they have in the States because if we did, the rate would 


probably become steeper to make up for ity Zr Lavweny 


y al + 
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great length, to indicate what 


i 


| tax base. 

DR. HcEWEN: Do you think more people in Great 
Britain and the United States take out life insurance, 
j which most of us would agree that a widow should possibly 
be left with at least $10,000 in life insurance? 

THE CHAIRMAN: I have an idea that Canadians 
are the most heavily insured people in the world. I have 
sot that in the back of my head but I cannot support if in 
any way. They are second to the United States, Mr. Walls 
tells me. We are very heavily insured, anyway. 

COITIISSIONER WALLS: The only other question 
that I would like to ask you, and it is based on other 
representations that have been made to us, and that is 
under your property taxation today by oe the big percen- 
tace is to cover the cost of education rather than general 
services to the property itself. 

DR. HcEVEN: Yes. ~ 

COISIISSIONER WALLS: There have been representa- 
tions made to as that quite rightly you should pay the 
general taxation from which your property directly bene- 


| 
fits, and that only a proportion ‘of taxatien covering 


education amiwelfare cost should 

i be deducted. Have you any ideas on that? 

DR. MeEWEN: I don't know enough about this 

| fielG to make any suggestions as to paying income, k 

| wonder whether it should be land. You people are not 

i concerned with the municipal taxation. I think one often 


wonders whether it should be land simply that is taxed 


| and not buildings and improvements. 
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THE CHAIRMAN: We have heard representations 


on that, I can assure you. 

Thank you so much, Dr. McEwen. It is a great 
encouragement to us to have citizens like you come forward 
| and present their views. We are very grateful to you. 
Good morning, sir. 

DR. McEWEN: Thank you very much. 

THE CHAIRMAN: Mr. Secretary? 

THE SECRETARY: Mr. Chairman, the next submissi 
is being submitted by Mr. Otto J. Steiner of Banff, 
| Alberta. tir. Steiner is here to speak to his submission 


| which I will enter into the record as Exhibit No. 163. 
~-- EXHIBIT NO. 163: Submission of Mr. Otto J. Steiner. 


' SUBMISSION OF MR. OTTO J, STEINER > 

THE CHAIRMAN: ‘Thank you. Good morning, Ir. 
Steiner. - 

MR. STEINER: Good morning. 

THE CHAIRMAN: It is nice of you to come down 
from Banff to see us. I recognize the sacrifice you are 
making. You have put before us a most interesting docu- 
| ment which we have enjoyed reading tremendously. You 
have opened up a number of important matters. We will 
certainly wish to pose questions to you. Before doing so, 
| Mr. Steiner, I note that you own the Norquay Nountain 
Chair Lift Company. 

IMR. STEINER: I am just a shareholder, sir. 


THE CHAIRMAN: It doesn't account for your 


| interest intaxation,. 
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IR. STEINER: Not. at all. 


™iE CHATRUAN: What accounts for your interest 


R: General interest in that field. 
THE CHATRMAN: Have you any background as 2 
teacher ef taxation or with the Taxation Department 7 
iR. STEINER: Well, I am from Switzerland, and 


= uas working in that field for about 17 years and then 


vax advisor. 


sy] 


THE CHAIRMAN: Seventeen years as a tax advisor. | 


——— or 


im. STMINER: I was working as a tax assessor 
for 17 years and four years as a tax advisor. 
THE CHAIRMAN: Thank you. That explains how 


vou troculd have this rather deep understanding of the 


im, STEINER: Thank you. 

mip CHATRIAN: Do you have any introductory 
ctatement or anything you would like to say to us before 
we proeeec to ask questions? 

PR, crotiba: Nos After all, the briet covers 
evervthins ané there is no nced for going to explain it 


Se the public at larse. I would say there are other 


copies, Ferhaps it 1s more economical to go to the 


THe CHAIRMAN: Thank you. We would be delighted 
to. You have reeapped the matters here. One thing that 
is, of course, of considerable interest to us is the 
variation in the exemptions for areas with regard to cost 


of living. We have had representations on that from 


outlying areas as you may well imagine. I was curious 
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| in any country for varying exemptions, I think I have’ 
| heard of one country which does it, bdt my information — 
| is not well-supported at the moment. Do you knar of any? 


MR, STEINER: Mot to my kmowledse. It is nat- 


| in Switzerland, of course. Of course, it isa very 


| compact country. | 
THE CHAIRMAN: Do you Star wtaciine: stots Norvay? 
MR. STEINER: There is very little federal. - . 
| taxation in Switzerland, so it is local taxation anyway. 
THE CHAIRMAN: It, of course, raises some grave -| 
difficulties as to how sas collect taxes. Mind you, one. 
I matter that is pointed att usis that remmeretion is sometin 
| negotiated on the basis of what is left to the employee ~ 
: after see and where that is so Chere is no-need for | 
j adjustment of exemptions. It is very hard to say whether 
r that is general eo be oe is not general practice. 
MR, STEINER: I would still say it violates thet 
“ability to pay" because it should not dep¢jc on the i 
| employer aoa good for ene inequity in taxation. | 
THE CHAIRMAN: That point is well. taken. 
’ COMMISSIONER MAILS: ii, Fleet do higher 
4 | 6 be 
} Salaries not. generally go hand-in-nand with higher_ costs 
} of living areas in Canada? I note - in the parts of 
| Cmada where the Jose. of living is less the teachers! 
| salaries are correspondingly lower than they are where - 
| we have a higher cost of livins. oo, wee up in the 
: Northwest Territories and we found that the miners there 
| got a higher wage than miners aievaias in Canada, that 


| the Government paid a cost of living bonus, so that 


PFA 1] civil/salaries were higher and everybody's income was 
correspondingly higher in line with the cost of living. 

MR, STEINER: Then you would suggest-that the 
higher wages shouldj not only take care of higher costs of 
living but of higher taxation which goes with the higher 
wage, which again violates the principle of taxing 
according £0 ability to pay, from different parts of the 
country, according to their ability to pay. 

COLTTISSIONER WALLS: You don't think the 
sracuated scale takes care of that in view of the relation- 
ship between cost of living and income. 

ER. STEINER: Than the vay you mention it, I 
vould rather suspect it goes the other way. If you net 
33,000 you are taxed the same as the man who makes $8,000 
end you might not be better off than malcing $6,000 in 
some other place. It is pie other way, I would say. 
There are tuo principles which are not too clear in the. 
pian. C. 

The cost of living can be reflected on the 
percentage over and above the $1,000, so 20% would be 
$1,200 but still it wouldn't take care of the basic 
problems which would be, say, $1,000, not $200, but aa 
are ovractical limits on that. 

COIZMISSIONER WALLS: Thank you. 

COiZILSSIONER GRANT: Are you cealing with page 3 
| exemptions, nov, or where are we in the brief? 
COIZILSSIONER WALLS: I was at page 1. 


THs CHAIREAN: ‘We are at the first item, No. l, 


COIZT{ISSIONER GRANT: Are we dealing with the 


2858 


ANGUS, STONEHOUSE & CO. LTD. 
~ ae 
TORONTO, ONTARIO 2588 


_._MR. GRANT:: ‘The brief itself. If you turn 
to pase 3 you will find the item 1 on’exemptions. I was 
| Just going t say ycur major premise, it seems to me, is 
that if wages are low that living costs are low in the 
particular area. 

MR. STEINER: No, not necessarily. 

MR. GRANT:..: I hopedyou wouldn't draw that 
conclusion from that premise. You do say that regardless 
of where he lives, the taxpayer, being single, will be 
| able to claim minimum exemptions of $1,100. If he earns 
| $5,100 per year his taxable income will be $4,000 calling 
for a tax of $610 regardless if he lives in the Maritimes, 
where living costs-are relatively low or in the west, 
| where living costs are higher. 

Later you say: ‘Suppose that it needs. $1,000 

to take care of the difference in the cost 

of living this taxpayer will, then, if his 

wages are accordingly higher, although he 

is not economically better off, be taxable 

for $5,000 income, calling for $330 in 

taxes," 

What reason have you to believe costs are lower 
in the Maritime Provinces than they are in the west? 

MR. STEINER: I suppose in the Canada Yearbook 
they are pointed out they are different. 

MR. GRANT: : I will grant wages are lower, but 
I have never seen anything no say living costs are lover. 


MR. STEINER: Well, I didn't make a study of 


that. I say if a study would show there is no difference, 


FG 
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“cust 


1 


2 
3 


i 


there is no basis for what I brousht forward. I presume 
there is a difference from what I read in the newspapers 
end so on, I think there must be a difference. There 
vas claimecé to be a difference and usually I think that 
lover weses so with lover costs. 

THE CHATRITAN: You make your point without 
taiing that position, anyhow, because you predicate it on 
the assumption that this was the fact. 

IR, STEINER: Yes, that is right. I would say 
tf a fellow with $6,100 is not better off in some other 


place than the other fellow with $5,100 at the other 


| place, it is no use collecting 13% more tax if you would 


base your tax onthe ability to pay. 


CCiTTISSIONER WALLS: Have you given any considerqg- 


tion to the inherent adminitsrative problems of your 
reccmencaevion? 

IR. STEIVER: This is alvays a problem, and, 
cf course, it is aliays a consideration, and if the objec- 
tive is worth the price. I would say sometimes you go 
into more administration costs on one side and if you have 
@ good tax you ndctit have cc-operation from the Re | 


‘ 


which cuts dowm administration costs. 


—s 


‘ORE CHATRITAN: Thank you. Children's exemptions 


In your remarks about family allowances and the taxability 
of income - I understand your remarks to suggest inclusion 


| childrens! allowance in taxable income? 


TR. STEINER: No, I wouldn't necessarily do that 


Tile CHATRAN: _It would depend upon the mathe- 


fratical result, would it not? 


iR. STETNER: Well, I would think it is actualy 
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Gone - not to my kmowledge in other places. You are 
| supposed to be taxing for income, You can consider 1t 
| from a ourely theoretical point of view - it would have 
| to be included because everything wnich represents income 
should beyytneluded to make a good Tax Act. 

THE CHAIRMAN: We do that with old-age security 
| and I would think I would agree with you that income 
| should be all-tnelusive. 
MR. STEINER: That is the easiest way to 
| eliminate all these varieties of things, different parts, 
| in arguing if the Tax Act is equitable or not. 
COMMISSIONER WALLS: You might have to increase 
3] the exemption on the low family -imcome’ gronp to offset that. 
MR, STEINER: I am not principally against it 
lif you, with the present system, you get a family 
| allowance on one hand and they take it away on the otner 
and they even end up with taking more away than the 
| give you, and that, I think,is not good, It might be a 
pretty expedient from a political standpoint, but it has 
not very much to do with the Tax Act, and this is the 
objective. In any case, it is not taxable, and then there 
is a difficulty in taking it away again. | 

THE CHAIRMAN: Income tax rates - this is a 
| strong statement you make to thecffect that the top rate 
| in Canada is a violation of the Guarantee of private 
| property. 

Lied Ppl badnens » Le believe Inudit. 

THE CHAIRMAN: You suggest that the rate should 
be stopped at 50%, 


MR. STEINER: Yes; which would make an overall 
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F8 1] rate of 40%. Also I think it is not economically very 
2) sound. 
3 COMMISSIONER WALLS: You make reference to the_ 


4/ fact we are losing high income people. Is that such a 


big factor when you consider that on incomes of over $100, 
-- we only get one-tenth of one per cent of total tax 
revenue? | 

MR. STEINER: Well, that might -- you know the 
| figures. This would probably point tp the fact if it is 
19. small like that, anyway, it doesn't make much sense when 
the country won't lose much. I dontt know. I have had 
a bit of experience in this, people travelling around. 

It is not the climate in Canade. 

THE CHAIRMAN: As you know, there are not many 
people in Canada with large incomes. There are 549 have 
incomes exceeding $100,000 and only 8&2 which are in the 
$200, 000-and-over category whereas the 80% tax rate 
starts at $400,000. 

MR. STEINER: Something like that. 

THE CHAIRMAN: Very few people are going to get 
caught in it, and I sugpect anybody who is caught with 
it has managed to make arrangements which doen't call for 3 
payment. I wouldn't know. I would be very surprised if 
there was much money taken in at the 80% rate, which is 
true in the States, where few people pay the top rate. 

COMMISSIONER WALLS: 80% starts at $400,000. 

THE CHARMAN: I think I agree with you; if it 


a useless thing it creates a-very ppor impression, to say 


the least. It_is the impression we are leaving that 
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! fellow with 20%, which goes to support your statement as 
to violating the guarantee of private property. I am not 
going to agree with you, but it does go some distance 

| along that point. The United States goes up above that. 
MR. STEINER: I would still believe that lower 
: rates like 50% or so, a number of people would say, ‘Let's 
| quit now, I am not going to work for the Government till 
| three o'clock in the afternoon. It is enough if I work 

| till one. * 

THE CHAIRMAN: Do you think the progression up 
| to 503 is about right or would you alter it? 

| MR. STEINER: No, according to my experience 

| that is about where it would be stopped. It doesn't 

make sense afterwards. It defeats its purpose. 

: THE CHATRMAN: I am sorry, you don't get my 

i} question, Mr. Steiner. Do you think the steps of the 
progression below 505 are about correct, correctly 
weighted? 

MR. STEINER: I suppose there is no yardstick 

i L know of which actually would answer that question. I 

| think that is where the trouble comes in, and says, How 
| do we get money, anyway,’ or, "We go up until we get what 
| we want.” It isn't'too important, as far as my experience 
| 1s concerned. 

COMMISSIONER WALLS: In fact, you are stopping 
| at 50% and you are starting with a salary of $25,000 

| because that is where the 50% starts; all salaries above 
| $25,000 would be taxed on the same percentage. 

MR. STEINER: That is correct. 


THE CHAIRMAN: The next item is with regard to 
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} inflation as it affects interest income. If adjustments 
were made to provide asainst the loss of one's money 
resulting fron inflation - is not the bargain with 
| resard to fixed income . securities that one recognizes 
inflation in buying them and the interest rate is fixed 
| accordingly? ~eople know they are not inflation proof 
when they buy them. It would be very nice if you could 
| set all the qualities you require in one security, but that 
dust isn't possible, That is why portfolios are varied, 
as you know, 

ER. STETNER: I would like to give you the 
basic idea: this is where this question comes in, and 
I feel very strongly about it. I don't kmow of another 
place where it has been put into effect, but it is fair - 
if you compare what the taxpayer actually contributes, 
realize that 55 terest is not income in the true sense 
because it is about 245 depreciation on the capital which 
brings that income - if a fellow adds up his 5% his 


capital is depleting, like depletion on mines and anything 


a fellow works a grader and just natn tania 
he earns, the machine income, that is what he gets for 
work with that srader minus fuel and oil and so on = he 
ll lese that grader after five years because he has no 
money to replace it. 


Tis CHAIRMAN: 


I 


am not quarrelling with the 

| lociec of what you say. I think I would comment to the 
effeet that Canada's rate of inflation is now one of the 
lowest, and if this kine of adjustment was needed, I 


would have hoped that countries suffering pure inflation 


28 


29 
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wrould have picked it up and brought such a modification 
into their own tax laws. You don't tmow of any precedent; 
don't know of any precedent. There have been adjustment$, 

of course, in depreciation, as far as the European 
nhac lm © aus concerned, in different ways. I haven't 
founé one in respect of the point you maitce here. 

While I acknowledge the validity of it, I 
presume that we haven't seen it because of the vast 

it 

difficulty of putting’ into effect. 

MR. STEINER: Do you think the difficulty would 
be very great? 

THE CHAIRMAN: I would think so. 

MR. STEINER: I think taxpayers eatch on to 
deductions fast. 


THE CHAIRMAN: That is an interesting point 


you mace about investment income and the surcharge there. 


4 


am a little doubtful as to the justification for it. 
Taxpayer's investment income comes as a result of havins 


made savings during his period of earning, and I would 


i have thought he should be taxed on the same basis with 


resard to the savings ae with regard to his earnings. 

e 
Tt is cere eee or anything of that kind; sacrifice o 
andards: for something else during the period of earning 
in order to achieve investment income, 

MR, STEINER: I readily agree with you. I an 
ta no position to withhold the disadvantage to him. I 


e 


will put it that way 1f you beiteve me, 


his 


The thing would hinge on the idea that taxpayer's 
ability to work and earn wages is limited to his age and 
if properly invested, is dealt with properly --it is 
indefinite - everybody kmows, of course, this usually 
doesn't worl out that way but that is the philosophy. 

I have Imorm that investment earnings are 
actually a presen burden in other countries. This is 
Gone by charging an additional capital tax on all the 
assets you om. 

THE CHATRHAN: There are various ways of 
accomplishing the same thing. I think, Hr. Steiner, what 
yeu are saying is that °. savings should not be taxed as 
heavily as expenditure and, of course, indirect taxes come 
on that and tnere are other ways of meting at it, perhaps 
This is certainly one. 

COMMISSIONER WALLS: You have brought out rather 
@ moot question that has been bothering us for some time, 
That is: you assume that corporation income taxes are 
passed on to the customers. Now, of course, it is ver® 
hare to be able to know exactly to what extent that is 
true but we ines gaeenads hac participants bsfore us who 
stated that if there was a reduction in corporation taxes, 
| that that would all be passed on to the consumer. 

iy main question, however, in this section is: 
that you wish to take off the 20% dividend tax credit 
and then recommend that there should be areduction in 
corporation taxes which would offset it. Now, the divi- 


5 
4 


end tax credit only totalled a yield of, I believe, 


$54 million, 45 of the corporation income tax. Now, in 


view of the fact that the implementation of your 
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sussestion would only enable a slight reduction in the 
corporation income ‘ns rate, do you still think it is 
worthwhile? Are you still in favour of it? 
MR, STEINER: For my personal benefit, for 
goodness! sacgeasens it on, but I would still --- 
COlnTSSTONER WALLS: Mo, but I mean if you are 


soing to follow your suggestion of a compensatory reduc- 


tion in corporation income tax vould you achieve anything 


from making the change? 

THE CHATRMAN: Before one comes to that, should 
one point out to Mr, Steiner, do you think, Mr, Wallis, 
that his premises here are not correct? The dividend 
credit was not imposed at the time that the corporation 
| tax was 20%; it came along whenthe corpa@ation tax was 
| really higher than that. First of all, it was 10%, and 
then ultimately raised to 20% and I think, while it 1s 
sometimes said it is to eliminate double taxation, 


corporate income, and, of course, it has some merits in 


that direction, but I think it was also directed, and perhaps 
more importantly directed, to encourage Canadians to 

| invest in Canadian securities, 

As a measure of that, isn't it a good measure? 

i It seemed to me it is attractive to Canadians ami influence 
1 them to invest in Canadian securities. 

MR, STEINER: I would say, generally speaking, 

7 LC am very suspicious about achieving anything along 

| equal taxation through the Tax Act and do whatever you 
want afterwards by other means of the Government. This 

| is, it is probably less than I expected, or perhaps 


thought. I never saw any papers. I still believe it is 
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THE CHAIRMAN: But your suggestion is that it 
5] permits unequal treatment, I think? 
6) MR, STEINER: Well, I would think so, especially|if 
q\tne tax Hecorporation pays is passed on to the consumer and 
doesn't actually reduce finally the dividend to the share- 
holders, 

THE CHATRMAN: I don't think anyone canted 
this tax is fully passed on. 


ER. STEINER: I don't think it can be passed on 


fully. 

THE CHALIRIAN: I don't think anyone suggested 
tnat. If the tax were, on the average, passed on, the 
Gividend credit would be about right toeliminate double 


taxation, would it not? 

LR, ST&TNER: Yes, and that is a good means of 
hicGing the difference in treatment betzveen a foreign 
and western and Canadian. It's not only 155 or 10%; it's 
29, 305, 40> and things like that. 

COITTISSICNZ R GRANT: Your submission here is 
really based on the fact if there was a lower corporate 
rate that there would be more available to the share- 
holders, and tnat it trould be passed by way of dividends 
to the shareholders? 

LRiw alot: ». Yes. 

COIZISSTIONER GRANT: Therefore, if they receive 
more money by way of dividends, they have less need for 


relief from that which is called double taxation. 
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Ge: 1 TR. STEINER: It looks as if the possibility of 


q| increasing dividends would only amount to 4% on account 
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in our country and so they 


‘211 set, theoretically, an advantage of 45 less one of 


COMLITSSIONER GRANT: “This ts’ on the basis that 


ifa person is receiving 54,000 by way of salary, and it is 

inereasecé to $5,000 by way of salary, he is soins to be 
peer off, regardless of the fact that’ he is coins 
nore vaxes? 

IR. STE MER:, tes. TD would “bring "it back 
actually to she first stage, vouldn's 15°? 

THE CHATRINAN: Capital investment in homes, TI 
am interested to see that you believe that the hidden 
income derived from capital investment in private homes 
be included in the income tax return and subject to income 
tax like any other similar income. You were orobdably 
in the room a few minutes ago when the last participant 
sussested a deduction of interest and we c({’j raise the 
point that because of what you call hidden income was 
not now taxed that there was an incentive to home owner- 
ship. You would agree with that, «vrouldn't you? 

O 

Im, STEINER: I knew exactly when we sold our 
home what the consequences would be and saw the idea 
behind it. We invested our money. We pay income tax on 
what we get now, and so on, 

My strongest objection is actually on anything 
like that you do destroy your total income and it does 
not represent your ability to pay. It may or may not. 


If you are a home owner it doesn't represent your ability 
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ne -a recommendation 


= 


Tis CHAIN: You are mak 


Me 


to achieve equity between tenants and home owners, are 


vou not? 


lhe otto: That is 
CCLEIZSSIONER WALLS: 
me is the mechanics of how 


such @ wide ver 


asseccing petween one province and another, 


have quite a job, first of ali, 
essecement. Not only that, but 


assesement on even él 


The only thing 


sugsest using the assessed value. 


¢ would amount to. 


that 


you are soing to do this. Tf 


Well, in 


‘lance in the method of 
that you 
to get a uniform form of 


some provinces base their 


fferent years of valuation, including 


valuation of aluation for houses, and there is 


such a wide variation in assessmem practice in Canada 


chat do you not think a very consicerable job would have 
to pe E€one before you could utilize your method of valua- 


crouble because the Federal Tax 


Of course, you can 


C3 


there is quite a bit of 


Aet does not provide 


overcome it by a more 


complicateé metnod of treating a house like a revenue 


property. 


bend 
bY 


own and 


then go tnhreush all 


on rental value? 
rental 


the deductions, 


THs CHATRIAN: Why did they cease to do this 
in ingland 

im, SlioliigR: I have no idea. 

THE CHATRIAN: I haven't found that out yet. 
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MR, STEINER: I know it is a rule in Switzerland 


THE CHAIRMAN: It is done in Switzerland? 

MR. STEINER: Yes, it is part of your income, 
the estimated rental value of the nome or the suite you 
use yourself, and everythings else goes along the same 
line as a revenue property. 

COMMISSIONER WALLS: I think your rental value 
idea is much better than assessed value. 

MR. STEINER: Probably I would say so. 

THE CHAIRMAN: Now, estate taxes, You submit 
that bequests to children should be exempted before 
calculation of taxes, or that a lower rate be applicable 
on bocce. to children. 

I think that the exemption would be bequests to 
the spouse; is that not right? 

MR, STEINER: Yes, I would think that an estate 
tax between a husband and wife is not justified Sol 
they have all other aspects of marriage and economic 
| unity. I do not think there is much justification for 
doing that and it leads to a lot of - probably most of 
the people avoiding it by going to a lawyer and getting 
| all things set up, and changing them again when the estate 
| tax changes, and things of that nature. This isn't very 
clear here, but I would say the Estate Tax Act should be 
| based on the kind of Luck you have in getting bequests 
out of an estate and there is no luck involved between 
| husband and wife; not too muck involved between parents 
|} and children. It belongs to them, 
| As I see the Act - the way I would think it 


i should be, the rate should depend on blood relationship 


GY? <2 


5 See ee ee = ee 
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on one side and the amount you get on the other side for 


each parcel which goes <.out beyond that family; not 


i depending on the total of the estate. As the way I 


understand it now, if there is an estate of $200,000, 


| $60,000-odd deducted, and $40,000-odd taxable, never mind 
| who gets it. It is not a good Act in that: regard because 
if I get at from somebody I have never know, I think 

i there was a lot of luck involved and perhaps I wouldn't 

| mind paying that tax. I would seethe reason for it. 

i Then it actually would be assessed on the individual's 
bequest going out, not on the estate. That is my point 


h of view. 


I realize there can be many different ways of 
looking at it. 

THE CHAIRMAN: This..is an interesting statement 
of yours. ur, Grant has a question... 

COMMISSIONER GRANT: Just following along your 
reasoning, . what you would advocate is a succession 
duty rather than an estate tax, An inheritance tax? 

MR. STEINER: I quite agree with that view if 
this covers che ane better, I. am not too familiar with 
the English language in technical terms. 

’ COIZIISSIONER GRANT: That is what you advocate. 
<I don't know whether you would Like to explore any 
further your statement that estate eile in most 


eases, be avoided with proper advice. I know that they 


| can be reduced but I am not aware, except in very small 


| estates, how they can be avoided entirely. 


MR. STEINER: You might be quite right. I don't 


0 | have that large an estate that I couldn't turn around 


1| 
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vrobably = well, look at the way it is now: if my wife 
and I divide up $100,000 in $60,000 on one side and 
$40,000 on the other, we can save for the time being. 

COMMISSIONER GRANT: You mention the Commoriente 

Acts of the various provinces, and you feel that they 2re 
working in favour of the state rather than in favour of 
the estate. The Commorientes Act or Survivorship Act 


was passed, if I remember correctly, to overcome the 


situation where a husband and wife both meet death as 2 


H result of @ common accident, and where there is life 


insurance involved and where they have not expressed 
their intention as to how their estates should be 
administered by way of preparing a will, or other test3- 
mentary disposition. 

The provisions of the Commorientes Act can tbe 


overcome by @ will. I don't think you are overlookin: 


; that fact, Mr. Steiner, although you don't mention it. 


MR. STEINER: I would say this part has not been 


written by me. I just knew the fact that fne danger 


ij existed and then I asked somebody, a friend of mine, to 


put it into those words and I am not familiar with all 

the details of it and it was at a time, as I mentioned, 
Cy 

I had to go abroad go I said, "If that has expressed 


what I want here, that is my impression,’ 


COMMISSIONER GRANT: Ina word, it is designed 


| to take care of a case where a husband and wife meet 


death as a result of a common accident when they haven't 


— 


left @ will. The life insurance de nen a case-might not end 
up as intended: because the law ofprovince in which they 


vere domiciled at the time of their death might deprive 


effect, 


me if we 


Snherit 


that in 


on chat, 


insurance. This is to overcome that, so it has a good 


soo, and you are not bound by it at all, if.a 


different intention appears in the will. 


IR, STEINER: Hy wife and I, we both made out 


| sills in full to the other, so she would inherit from 


Gied simultaneously and then the children would 
the whole thing from her. 
COITIISSIOUER GRANT: Assuming she is younger. 
im, orbilibi: If we do not put ina provision 


the case of simultaneous death things have to be 


| done differently. 


OFZIISSIONECR GRANT: Under her will I assume 


chat your family will inherit. Now, if she did not have 
| aouill your estate wuld be administered as an intestacy 
in accordance with the law of the province in which 
| you were domiciled and that could mean that a part of 


that estate would go to her father and mother, if living, 


ws 


fH ang part to your children. 


Tae CHATUIAN: hr, Steiner, one more question 


You have indicated that the children shoutd 


l be taxed at a low rate. what are your thoughts as to 


i} that? If they are healthy, strong children, why not tax 


_ 


od and well? 


IR. STEINER: Well, I theught a low rate for 


‘f it is perhaps a really biz estate, and zo on, 


= & 


othervice I would rather base it on this: that it belongs 
to them, anyvay, and it's a family. It belongs te that 
remily end they micht have contributed quite a bit to 


building it up. You don't just keep track of the times 
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ynich most people very often lend to - 1t is hard to 
fisure out who contributed to this and who contributed 
Snat, especially in a business. 

THE CHATRMAN:s Thank you. You would abolish 
tne uithholding tax on foreign investors because you say 
tnat it is not borne by the foreign investors, but borne 
Oy gne Canadians by an adjustment of the interest rate. 

I think I would dravy your attention to the 
fact that in many cases it is borne by the foreign 
sovernments in that they allow a credit on the taxes 
sien are paid abroad and to that extent there is no 
soev 3o Canada. 


UR, STEINER: Well, I would say firs 


wt 
jos 
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Limited to what I said on interest income, not just on 
foreisn investments. It would not include dividends. 
Is could be that -- well, I think where this is the case, 
vmere there is a tax treaty involved, whieh. they finally 
cet back, I think you have a point, 

For myself, my experience was it was actually 
ecunected with Switzerland, and there is no tax treaty 
with taxes in Switzerland. They just say, ‘How much is 


1eft?2?" and everybody says that all over the world. 


suppose it might be less important where you set 2 credit; 


a 


doesnit hit him as hard, I quite agree with the prin- 


ciple in that regard. 

THE CHAIRMAN: I haven't any doubt that the 
effect is just as you say it is where there is no treaty, 
and they certainly negotiate so far as the lender is 
eoddauies and have regard to the net. Where he can 


slain it off his own tax payments, it will be totally 


G1l 1} different. 

| I don't know that on my part I want to spend 

| much time on your thoughts with. regard to corporation 

j tax rates. I might say that in wew of the experience 

| which we had in this country with excess profit taxes 

T would be very loathe to see a relationship of taxation 
to as tay: whether 46's working capital or what kind 

| of capital it be, 

| The difficulty of determination of the base 

Oi is quite extreme. There are many cases where the amount 

| of capital isnot eeee Companies that operate with 

| long-term leases, for instance, no matter what one does 

| by way of recomputation it is a little hard to give the 

| precise basis for tax purposes. In many service companies 
S$} where capital is not a factor, and I don't relish seeing 
us involved in this, but cf the principle were of such 

| inportance as it obey was with excess profit tax 

| during wartime, then we must certainly meet it. I gm 
i very doubtful as to whether the principle is that impor- 

i tant. : se 

UR, STEINER: Well, I state here that, say, . 
fon $50,000 profit in one case may mean 254 profit and 
rate of tax a certain percent and in the other case it 

| might mean 23% profit and tax, 30%. It does not reflect 
in any way the ability to pay. Some of the troubles in 
here are original. Others are based on my past. eaemes aaa 
I haven't seen any problem, If they can carry on the 


maximum rate, they can do business and have a lot of 
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profit, but if they make a lot of profit with little 


investment they would be hit. by the 50% or the 404, 
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Gouble income tax or establish another tax to pay for 
this? 

ER. STEDGR: If you want to get it through 
income tact and this is needed, there is no use peating 
| around the bush, I would say. 

COITIISSIONER WALLS: You would suggest that - 
che Pcie cara if necessary, would have to be doubled 
to take care of this? 

IR, STEINER: It would have to be inereased to 
take care of it. It would just be naation tas of getting 
| the money out, 

COILIISSICNER WALLS: This question I have 

| asked before, because I would like to get it clarified: 

| when people started in this country they built a home, 

: they built their own road, built their own well, put in 

| their om septic tank and as they did tkese things they 

| aporeciated the value of their property. 

MR. STEINER: Yes. 

CCIL-ISSIONER WALLS: ‘Why should the property®* 

; ormer today not at least be taxed for these same services, 

| for the roads that are put in them, for the #ewage that 

is put in, and for the water supplies they get - why 

would you remove fron the vroperty owner this tax that 

is attributable co Ateee ada Piwee and appreciates the 
then 

yroperty anc/spread it out so everybody has to contri- 

bute? 

i. STEINER: I suppose even under the present 
systen everybocéy contributes. The tenant.does. I wills 


~k z : 
asree to some extent on this. I would say it has nothing 


} to do with education am school tax. 
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MEISSICUER WALLS: I will agree 
ih, Seles YF see rrom this philosophy you 
where it pucd the municipality =-it funetiors actual 
m association of home owners more than a political 
ft. I might nave a different background and judge it 
the different background. I would like to see the 
municipality being more than an association of home 
mers. 
THE CHAIRMAN: There are two kinds of taxes: 
sre are the user taxes and the social taxes. je have 
taxes 
many representations to us that the soc ial fshould de 
saken off municipalities. I don't think anybody has n 
far as to say the user taxes should be taken off as 
Grant said. 
ER. STEINER: You could have your municipal 
income tax, That is a different story. 
THE CHAIRHAN: Capital sains from real estate 


wondering why you restricted your remarks to real 


state. It would seem to me that the tax to which you 


refer inmentioning real estate such as appreciation 

br ousht about by circumstances outside of the owner's 
control and tc which he has contributed would apply 
ejually bo many other forms of assets such 28 securities 


“way narrow this recommendation to real estate 


MR. STEINER I vould come back to what fr. 
walls said. It is a counterpart in the whole system 
jof the real estate increasing in value - it is brought 
about very often by efforts and outlays, financial out- 
layc, of the municipality, and so the capital gains tax 
pnas more fustification than on anything else. That is 
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THE CHAIRMAN: Isn't the growth cf companies 


: brought about largely by increase of population? 
MR, STEINER: That is a direct result of 
Fmunicipal efforts. It might be the corporations have 
i to provide, but that is what I think - the municipality 
| puts in sewers and streets and so on and the value appre- 
| ciates. 
THE CHAIRMAN: I think I have got your point, 

LR. STEINER: That is an important point I 
7 vould base it on; why single them out? 
THE CHAIRMAN: I think the point is, here, the 
issves would relate only to the contribution of the muni- 
cipality. I was merely thinking in terms of all this 
| contribution to which the owner has made no service him- 
self. 

You bring me back to the contributim of the 
municipality and I understand the point. 

COIZTIISSIONER GRANT: Isn't the owner paying for 
Pee ten’ t. Re arian to be paying for these improvements‘ 
IR, STEINER: Quite often, but I suppose it is 
“mot always gueranteed. You Build a big auditorium and 
| everybody profits, but I don't think they can go back to 
| the owner and say, “You owe us $5 or $10 for the audi- 
: torium.' I suppose there is a certain limit to where the 
| ovmer can be reached. There have been certain amounts 
| paid out by the municipality. 


COM IISSIONER GRANT: The owner is assessed for 


Mi the sevage system and he pays through his rates; he pays 


pan 
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for the water system that is put in - thesetmtes arc 
based on an amortized payment scheme on capital cost 
involved and he pays for his streets that are put in, 
ie for his sidewalk. He pays for the vaving of 


the streets, so that these are not ‘gifts from the 


| municipality that have imereased the value of his real 


estate. 


IR. STEINER: I suggest there are still a lot 


of other things, otherwise property tax wouldn't be 


covered; couldn't be attached to certain properties and 

ted fromthat property. This was, of course, 

capital gains tax - it would bring you a lot of money: 
COMMISSIONER GRANT: I am not arguing. I am 


merely pointing out that these are not conferred upon 
MR. STEINER: -Already paid for it to some 


s 


eontribute which would be difficult. I would sugsest 


i there is a lot of other expenditures. 


COMMISSIONER GRANT: No doubt. 


MB. STEINER: Which help create the velus of the 


iT note in respect of the tax treaty, if wesicd probabiy 
ibe desirable far Canada to have a tax treaty with Switzer- 


i land, and I understand that steps have been taken to 


endeavour to achieve that. You make a statement with 
regard to Switzerland's tax treatment of other countries 


and certain exemptions with regard to the income of 


extent. I think it igs a question of how much they already : 


ccna epee es: cee ey ttn ef Em HR OS AAD en nt AEN SNE St RRNA I ATH REN RA RE PC RE et 
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ibe guite an advantage if you like that Bind of investment, 


i the comition it would be most acceptable to Canada, I 


i believe. = 


fix. Chairman, I would like to have a little -¢iscussion 


fuith fr. Steiner on what .he proposes there. Do I under- 


states that the source coantry. will either not tax or 
tax at low-rate income from <<... capital and such 


income will be taxed in the country of residence. That 


lis taken from the treaty. 


iR, STEINER: I don't mow if they have chanced 


it. I will say, at the outset, the Swiss-German Treaty 


vas the first one that attached the taxability of mortgage 


1eé real estate lands which is contrary to any law 


| otherwise in Switzerland. The tax is payable to where 


1 the ereditor is and this can be achieved with tax treaties 


h wouldn't be taxable any more in Switzerland, which could 


Tis CHAIRMAN: I quite agree. If that vere 


COLTIISSIONER GRANT: Before passing over 13, 


stand the situation in Switzerland to be this: that the 
cantons determine their own tax and it is collected for 
chem by the central sovernment? 


HR, STEINER: Just the other way around. The 


cr 


set-up is that - I don't want to refer to Switzerland. 


COMAITSSIONER GRANT: I am only asiting for infor- 


IER. STEINER : The situation there is that the 


— 
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municipalities get the biggest part of all the taxes to 
beszin with, which emphasizes the importance of the muni- 
Cinpality; that is part of their philosophy. 

COMIILSSICNER GRANT: Who determines the tax? 


f7il1 tell you how the tax is 


assessed. The assessment is done at the municipal ley 


~ 
a) 


and is done entirely different from what we know becauss 


registry of the inhabitants, That is the way the 
ont, It is done by = I would s@y this: there are 25 
cantons, 25 possibilities, but the general rule would be 
the municipality sends out forms. They come back to tne 
mmtictpal council together with another five or ten 


fweople. The secretary is actually the fellow that docs 


H 
§ 
first of all they start with a consultant and a eurrent 
| 
| 
Commission from the canton whieh overrules the municipality 


and they together finalize, and this assescment, as a 


seneral rule, trould include the assessment fcr feceral 


Baga ae 
U Ane « 


ides = a ag Bask a 2 - eA : ee * EA ae 

rears aso, the risht for income oncapital tax - before tne 
a 3 -I do Yn a 4 ~ 5 «a t a paso a aes Mary: 2 

levied it based on emersency legislation since abeut itl 


year, oThnis basic 


Py a = 2s ae is Be ne 
L suppose, with the exception of one yea 


Rit dig eo tL cS D 4. a : 2. See ee 5 a eS at wate das, 
vaxavion =- that ks the basis for the municipality, tre 


re 


cantonary and Federal Government tax. The tax woulc 
senerally be collected by the municipality and then 


distributed to the various agents who have the right for 


vaxes. 


The municipality is already split up, at least, 
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m3 4) in tuo, and that is the general administration and the 

si.chirch, ) Phe church is eee by this if you are 

gi bcicnhgingto one of the churches. 

4 COIIZISSIONER GRANT: You have strong municipal 

gf iccal goverment and your central governnent, (and when I 
sh 


61. S27 sous £mean Switzerland, )the central government has 


7i nes get the same powers that your junior forms of govern- 


iR, STEINER: . The main power is with che 


ons, The central government couldn't tax anything 


S/ 1GCiEe .@oasos 2 
CCIDUISSIONER GRANT: .You feel that .the taxpayer! 


Gohan to more effectively and better administered at 


COLMIISSIONER GRANT: That is one of the princi - 
nal reasons why you recommend that our Constitution 
sould DE changed £é deprive our central government of 
some of the strength which it now has and transfer that 
Co.vhe, gurior Hs in lta 

ii. STENiCes «<b would.say,enis is, the, reason, 


but I would say at the same time it is an absolute pipe 


IDSISSIONER GRANT: Pardon? 

The cSTELNBR: (oLents-an abealuce;pipe dream. 
I think sometimes you might say something you know nobody 
would follow out, but you hope someone somewhere will 
Listen. 


COM IISSICNER WALLS: I think perhaps some of 


uniegsvit hes specified in the Constitution that it has | 
| 
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1| Our Premiers don't think 
PR, STEINER: 

is best where people can 

state can do for them. 


‘THE CHAIRMAN: 
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it is a pipe dream. 


Democracy at the municipal level 


see the limitations of what she 
Over itn Ottawa it just goes, 


What is the base on which the 


municipalities levy tax in Switzerland? 


TR. 


STEINER: 


It is always an income and a 


| capital tax. 


That me 


The base is the cantonary law. 


ans 


125 laws in a country 


whieh is 


one-Cuarter bi 


| Vancouver Island. 


THE CHAIRMAM 


H dated and 


to pay. 
Ean eee 
20 THE CHAIRMAN: 


hat +4 
whac Is 


wis 


They inelude 


capital tax. 


BRN RMP BL 


not fair, and not having any bearing on ability 
to pay. Property is included 


deducting your eee Sages 


referred to in some countries as net 


value of the 


COMMISSIONER GRANT: 


MR. STEINER: Yes, 


kind of hooked with the capital tax. 


seer than 


The base is income and capital, 


jy and there is no property tax? 
13} ER, STEINER: No, that is considered to be out- 


fn that if ts velued as 


as income, 


this way, ¥ 


indivic 


Fey Sty THI fi = 7h © 
ff. Sletten: As wise ; 
& 
frit tA n Kim + wade Le, 
THE CHATRMAN: As net worth tax. 
242) STS TRI + la % a zh in ter 
IR, STEINER: As like a balance sheet, actually. 
fain ms 


furniture at a reduce price. 


Our tax on property is a’ 


Without some limita- 


tion on it it is pretty hard on the fellow who lives on 


wal 


that is right, but they. are. 


) s R 
~2 14 ; 
: . icaaesudapeay lessen cesar seceatntcibitade nemmeteamastiecsie haem temearcinsatearcnsct apse Sanus ays castes tl evens easels tae 
‘ . ¥ e ae e ‘ a ara nan rn ae cieanamen ainanenanimna 
oneal neem enfant tang nh ne parame an att ee man BER Seah womsonis - 
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I stil would like if youwould permit me to come 
, baek on this Sete ton for depreciation on your capital. 
THE CHAIRMAN: By virtue of inflation? 

IR. STEINER: Behind the idea I have in mind, 

| if nobody has done it ~- if we do only things somebody 

else has done before, I don't think it is very progressive 
| The basic position should always be justice and an equi- 
table tax. I think a fellow who loses on his investment 
on his interest income should have a good clain for 

being recognized whether it has been done before or nov. 
THE CHATRIAAN: Would you penalize the man in 
receipt of dividends because his dividends have gone up 


| because of inflation? It would have to work in the 


H mates mood for what he lost. He has the possibility of. 


eg 


| recovering. The assets behind the shares are bound to ZO 
: up with the seneral increase in the prices and so rrobably 
he will try to keep them. If you have nominal assets 
here is no iwomne from it, and you look back over 50, 
60 years - anybody who lived on hig interest, he is 
broke now. ne wouldn't have enough capital to provide - 
i he could never provide for his livelihood. 
TITE CHAIRMAN: Thank you, Iir. Steiner, very 
much, indeed. This has been most interesting and very 
| helpful to us. We are extremely grateful. It is nice 
of you to come and see us, 

We willl stand over until 9.30 tomorrow morning. 


THE SECRETARY: Yes, 9.30, the Alberta ‘heat Pool, 


--- Adjournment 
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AQ. 1| --=- On commencing at 9.30 a.m. 
2 THE CHAIRMAN: Mr. Secretary, I think we have 
3| reached the hour. 
4) THE SECRETARY: Good morning, Mr. Chairman and 
5| Commissioners. The first brief thismorning is being 
6| presented by the Alberta Wheat Pool. Representing the 
7| Wheat Pool this morning is Mr. Nelson Malm, first Vice- 
g| President. Mr. Malm has a number of associates with 
9|tim this morning who he will introduce to you in a few 
190| minutes, and I would like to enter this brief into the 
11| record as Exhibit 164. 


12 
8 --- EXHIBIT NO. 164: Submission of The Alberta Wheat Pool, 


“ 
15) SUBMISSION OF THE ALBERTA WHEAT POOL 
16 Appearances: Mr. N. Maim 
| I Dr. W.D. Gainer 
17) Mr. @.H. Allen, Q.C. 
Mr. J.W, Madill 
18 Mr. J.F. Cornwall 
Mr, Baker 
19 Mr. O.J, Broughton 
20 THE CHAIRMAN: Thank you, Mr. Secretary. Good | 
morning, Mr. Malm. 


-MR, MALM:: Good morning. 


THE CHAIRMAN: We are very glad to see you this 
morning, and we have read your submission with considerabl 
interest, I might say. Let me introduce the Commission to 
you. Our names are all before us, and if you, om your part, 
would introduce your associates to us, I would appreciate it. 

MR. MALM:: Thank you, Mr. Chairman. I am 
Pleased that the Alberta Wheat Pool has an opportunity of 


presenting a brief to your Commission and we shall try and 
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tions you may ask of us. I may say how pleased I am 
personally that there is a lady on the Commission. I am 


sure it will add to the soundness of your findings in the 


. f{nal analysis. 


I would like, at this time, to introduce some of 


the gentlemen I have with me connected with the Alberta 


| Wheat Pool, and some advisors. On my far left here is Mr. 


Allen, who is our counsel, and Dr. Gainer of the Univer- 


sity of Alberta. 


On my far right here is Mr. Madill and Mr. 


| Cornwall. Sitting further back here I would like to intro 


' duce our General Manager, Mr. Baker, and the Secretary of 


our Board, Mr. Broughton. 


Before we proceed, we are not trying to confound 


the Commission with our n:nbersat all, but I may say that 
_as far as the general background of the Alberta Wheat Pool 


is concerned, I may claim that Iam fairly familiar with it 


but when it comes to taxation and legal angles, I am not 
pretending to be an expert at all. Im fact, I might call 
myself? a sagebrush economist, which probably is not too 
orthodox. 

However, any questions that are directed to me 
I shall do my best to answer them, and when I think I am 
in too deep water, I am goingto call on these other gentle 
men to carry on for me. Thank you. 

THE CHAIRMAN: We are delighted that you are 
well-reinforced. This is a difficult problem, Mr. Malm. 
We are not easily intimidated now by numbers. We have got 


used to that. We have, undoubtedly, a number of questions 


is that public property? You have not incinded it in 


| have a contract with our members. 
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to put to you and your people. Should we proceed now to 
ask questions? You heve no further introductory remarks 
you would like t make? 
MR. MALM: Mot at this time, Mr. Chairman. 
| TES CHAIRMAN: Very gocd. I think I might say, 
without reservation, that we do accept immediately the 
valuable economic and social service thet the co-operative 


movement has been carrying on. We recognize these things 


| that you say about the achievements of the co-operative 


movement. We are concerned with only one matter; namely, 
taxation, and we have got to go to taxation. 


The contract which you have with your members, 


your prief. 

MR, HALM: At the present time we haven't a 
contpact. We do not have a contract as such with our | 
members. The contract with the members which was initiated 


in 19623 was discontinued in 1930 and as such, we do not | 
{ 


THE CHATHMAN: If you do not have a contract 


with your members, you must have some arrangements with 
the members to cause them to be members. What is the under 
standing or arrangement? What do you have with the wee 


MR, MALM: Probably I should expand that a little 


bit. At the present time, in certain aspects of our opera- 
tion, particularily in the handling of forage seeds, we 
have pooling contracts whereby we pay an initial payment, 
and upon the sale, the finai sale of these goods, the 
forage seeds, if the final sale is higher than the initial 


price, there is a final payment made on these things. 


A5 1 


| 
3 i 
H] 
i 


wm 


6) 
7 
8. 
9. 

10 

11 

12: 


13! 
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Now, that applies to forage seeds. 
In the case of the creals, wheat, oats and barley, 


they are handled on behalf of the Wheat Board. We have no 


| contract with our members, as such. 


THE CHAIRMAN: The financial statements of the 
Alberta Wheat Pool are available to all members, I assume? 
MR. MALM:: They are. 
THE CHAIRMAN: And probably published, are they? 
MR. MALM:: They are published, yes. 
THE CHAIRMAN: Would you have a copy there? 
On the balance sheet there is capital, I assume? The 
members subscribe capital; a small amount? 


MR. MALM: Only capital to the extent of $5, 


which is called membership, is subscribed by the members 


initially to become a member. 

THE CHAIRMAN: ‘nd when that $5 1s subscribed, 
the member receives a certificate for his $5? 

MR. MALM:- He receives a membership card, yes. 


THE CHAIRMAN: And the membership card is * 


' issued in accordance with the bylaws defining what member- 
ship is and by virtue of that you really have a contract 


. with the members; would that not be correct? 


MR. MALM: Well, I don't know. Would you care 
to answer that, Mr. Allen? 


MR. ALLEN: I think maybe I can help a little 


| bit. When the Alberta Wheat Pool was originally formed in 


1923, they had what they called their first series 
contract under which they undertook to market the grain 
on a co-operative basis for the members and had a right to 


deduct certain reserves. That was superseded later on by 
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A6 ,| the second series contract when the Wheat Pool acquired i 
2| elevators, end at that time there was provision made for 

3| the deduction of mot only maximum reserves and elevator 

4 reserves, but im those days the pools were operating purel 
as @ pooling and marketing agency for the farmer. 

| When the conditions brought about the formation 


of the Canadian Wheet Board, and so on, there was no more 


selling of wheat on the pooling basis. Consequently, the 
contracts really fell into desuetude. They weren't appro- 
| priate to the situation, but the constitution and bylaws 
umder which the Wheat Pool was incorporated, under which 
they operated, defines the rights and interests of the 


members . 


You can be a member of the Wheat Pool because 
15| FOU Signed one of the early cards and by patronizing its 
16 facilities and purchasing an interest in the reserves. 
17| That is the basis, really, of membership. The rights, 
1g duties and obligations of the members are defined by the 


19|| bylaws and the acts of incorpcration. 


20 THE CHAIRMAN: Is that little book before you a 


| 
| 


21|| copy of the bylaws? 

22 -MR. ALLEN: Yes, it is. Would you like to have 
23|| that, sir? 

m4 THE CHAIRMAN: Yes. 

95 | COMMISSIONER WALLS: To what extent do your rank 
26| and file members have any knowledge of the matters that 

a7 | will be up for discussion by your delegates at your 

2g |annual convention? As I understand it, you have a delegate 


29 | convention, delegates representing your members in various 


30| districts. Now, to what extent does the rank and file 


i) 
WwW 
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member have any say, or any knowledge of the matters that 


are up for decision by the delegates? 


MR. MALM:. Well, first of all, following the 


(annual meeting, when the operatiors of the previous year 
“are fully gone into - incidentally, the annual meeting runs 
| from eight to ten days, and at that time the delegates 
are fully informed of all phases of the operation during 


the past year, and following that annual meeting county 


| meetings are held by the delegates in their various 70 


sub-districts in the Province of Alberta. 
The province is divided, first of all, into 


seven major districts and each sub-district is divided 


into ten sub-districts. Each district elects a director, 
"being seven in number, and each of these sub-districts 
elects a delegate and this delegate is elected by the 

t pwateel in his particular ‘ub-district, and his responsi- 
bility, following the annual meeting, is to hold meetings © 
| at various shipping points to explain the operation of the 
Wheat Pool during the past year and the policies that have 
been formulated for the coming year. That is one method 


of informing the members at large. 


Sixty-three of our delegates also have Advisory 


| Committees made up of a number of the members in his sub- 


| district that he meets with, in addition, twice a year 


where they discuss Pool matters, matters relating to the 
operation of the Alberta Wheat Pool. 

COMMISSIONER WALLS: Does the Advisory Committ 
give advice to the delegate before he attends the conven- 


tion? 
MR. MALM:: Yes, they do. They have one meeting 
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. AS 1 in the Fall, shortly before the annual meeting, and one 
2)| later in the winter before the Spring work starts, as a 


3) rule. 
4 COMMISSIONER WALLS: Thank you. 
5| THE CHAIRMAN: I see that the attention of the 


6| Board was drawn to the matter of taxation at the 1960 
,| ammual meeting when instructions were given reulting in 
g| the preparation of this submission, as you say. Would 
9| this be am undertaking by the Board or would you have a 
10 special Taxation Committee? How do you preeeed to do this 
3] sort of thing in such an organization? Your officers, 
12) L suppose, take quite a bit of responsibility? 

i, MR. MALM: Yes. The delegates, following the 
14) notice of the appointment of this Commission to investi- | 
15| gate texation, discussed this matter at some length at 
the annual meeting and inasmuch as there have been some 
statements made by various people beforehand, they thought | 


| that it was certainiy very urgent that we place our case 


before the Commission and the people of Ca ida and the 
Board were instructed by the delegate body to proceed to | 


make this submission to the Commission and we have 


| attempted to carry this out to the best of our ability. 
THE CHAIRMAN: Thank you. I have turned to page 
| 4, paragraph 8, where you say: 

| "The patrons are stimulated by the profit 
motive, but the co-operative organization 
itself is not." 

The co-operative organization, you argue, is an 

| extension of the patrons, in fact, and I would have 


an thought that by virtue of the fact that they are doing 


29 


30 
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that they would have been operating according to the 
profit motive to obtain the best results they can for 
their patrons. Is that not so? 

MR. MALM: Well, I would like to state it in a 


little different way than that. Now, I don't know if it 


is necessary to go back into grain handling in the early 


| stages; you probably are familiar with that. 


THE CHAIRMAN: Not very. I have read the brief 


| and what you have said about it there. 


MR. MALM: Well, grain farming in Western 
Canada went through a stage when it was a terrific gamble 


on the part of the farmer when he should sell and when he 


' Should not sell and quite often, or more often than not, 


he was not able to gauge the market right and he got a 


| rather rough deal so cert: nly in the period before the 
first World War the farmer made efforts to correct some 
of the abuses, and one of the first things they were able 
| to do was to finally obtain the Canada Grain Act, and 

| further to that, in forming co-eperative elevator com- 


| panies. 


Even with that, they were not completely satis- 


| fled that they solved their problem, so during the war, 


| when food was probably the most essential thing, the 


Government at that time set up a Board of Grain Supervis 
in 1918 to handle the 1918 crop and they paid the farmer 
@ set price for his wheat at that time, but strangely 
enough this Board was not set up to enhance the price but 
rather to keep the price from going too high because it 


seemed at that time that speculators were trying to corner 
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10} these participation certificates and they said, "Well, 

1i| we wonder if they are worth anything." In fact, I heard 
12| afterwards that some of them threw them away. They didn't 
i3| think they were worth anything but when the final closing 
14 out of that Wheat Board came about, they found out they 


15) were worth a lot of momey. They got a wonderful final 


17 Well, when the war was finished, or at the end | 
18] of the 1919 crop, the Govermment said, “We can no longer 


19| stay in the wheat business. We think this should be in 


21|@xmers had had with the Wheat Board, which seemed to them 
22| that it was going to stabilize the prices, and was a very 
23| worthwhile venture, the farmers in Western Canada put all 
| the pressure they Imew how to put on the Government to 
| try and retain the Wheat Board. They were not successful. 
Following that period prices fell very drastically and 
| many farmers were practically ruimed in the fall of these 
wheat prices. 

They continued to press on the Government for a 


Wheat Board but were not successful, so in 1923 they 


“euat 


24 | 


25 | 


26 


27 


28 


| ome hundred percent behind them. The City of Calgary 
| the economic position of the man on the land was very, 


of the first contract, from the standpoint of opposition 


| practically 50% of the farmers in Alberta to the pooling 


| Pool and, as is stated her:, for a period of from 1928 
| to 1929, when they had the financial crash, they could 
claim some success in stabilizing the prices to the 
|pweoducer, and certainly the people that set that organiza- 
_ tion up at that time had no other idea than to improve 


| their own economic status, and did not look to the or 


a 
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decided to try and solve the problem themselves by setting 
up this Alberta Wheat Pool and the strange part about it 
was that when the farmers were debating whether they 
should set up a wheat pool, the businessmen in the cities 


and towns were one hundred percent behind them; pract 


gave them every assistamce possible. They realized that 
very important to their own livelihood so the signing-up 
by anyone, just wasn't there. 

They got support from practically everyone, so 


in a period of less than three weeks they signed up 


principle and that was th: beginning of the Alberta Wheat 


tion, as such, to make profits; the earnings of this 


| organization would all go back to the original producer. 


They did not visualize at that time that the organization 
that was set up as such would make earningsfor themselves 


but for the members of that organization. 
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COMMISSIONER GRANT: Could we ask Mr. Main 


2| just to continue with the story and tell us when the 


| 


| Wheat Board came back into operation and its relation now 


| rupt at the time and, no doubt, had it not been for the 
three Prairie Provinces backing the bonds they probably 

| would havebeen forced into bankruptcy. They were put into 
| the position where they were no longer able to handle 

| wheat om a pooling basis. For one thing, prices of wheat 
| fell to the lowest price in history and there seemed to 
16) have been built up some spirit of resentment against the 
17| pools in some quarters and it wasn't able to carry on. 


The members of the pool sand the people that 


| evolved than the open market system where it was at the 


€ 


In 1935, the farmers succeeded in getting the 
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1| handler of wheat, and in the last number of years, about 


2| 10 now, I guess, they have also been the sole handler of 


3| oats and barley. 


A COMMISSIONER GRANT: ‘That as selling agent? 

.| MR. MAIM: Selling agent for the western 

6' provinces. 

7 COMMISSIONER GRANT: How do they take the grain 


g from the pools - is that on an allotment basis? 

9) MR. MAIM:: Ail elevators are agents for the 

19 Canadian Wheat Board and accept delivery from farmers. 

He In ow case, we have deliveries fran our members and the 
12| Canadian Wheat Board allocates the shipping of the various 
7 elevators according tothe business that they generate in 
14 thecountry. We now act as handling agents only for the 
15 Camadian Wheat Board. 

16. COMMISSIONER WA? 3: Does the Canadian Wheat 

17 Board physically own the wheat from the time it is 

13 delivered to the country elevator? 

19. MR, MALM: I will try and amswer in this way: 
40! as long as the wheat is in the various country elevators 
Be it 1s financed by the various elevator operators. Money 
22 is wrrowed from the banks and the other people that have 
23|| money to lend, and it is actually financed by the handlers 
24) up until the time that it passes over into the terminals 
25, when the Wheat Board actually takes possession of that 


26|| wheat, but that wheat is owned, in actuality, by the Wheat 


27 || Board when it is delivered to the elevator. No one else 
28 | can take ownership of it. 
29 THE CHAIRPAN: Your gross income is mainly 


30 commissions for your services as agent, is it? 
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MR. MALM:: Yes, that is correct. 
2 COMMISSIONER GRANT: Wo grain is delivered to 


3| the elevator except at the request of the elevator 


4| operator? 
5 | MR, MALM:: I beg your pardon? 
6 COMMISSIONER GRANT: Wo grein comes off the 


7| farm and into the elevator unless the farmer is requested 
g| to put it there by the elevetor operator, to deliver it, 
9| in other words? Wo farmer has the right to come to the 


elevator and heve the clevator take his wheat? 


MR, MAIM:: Well, if the public elevator has 
space and the farmer hanis in a load of grain that public 


elevator must accept Bis grain. 


BE GRANT: Ail he needs is to inquire 
whether space is availabie? 
MR. MALM:- Yes. He has the right tc deliver 


pk 9s 


mR GRANT: When it goes in the elevat 
does he then receive part-payment? 

MR. MALM:: Yes. At the beginning of the crop 
year, and in some years, sniaialinitihiead: ‘penta: 6a edie tie 
Government, on the advice of the Canadian Wheat Board, 
set the initial payment for wheat and oats and barley, 
| and that initial payment is what the farmer receives when 


| he delivers his grain to the elevator. He then receives 
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MR, MALM:: Yes. The reason for that is because 

in the Fall of the year quite often country elevators are 

3 congested, and that is the way they are right at the 

4| present time and if the farmer makes an affidavit to the 

i elevator agent that he has certain bushels to deliver when 
Selivery privileges are made available he can get an 

> gavicce on that grain on his farm and that is paid back - 

5 he pays that back as he delivers his grain; orn be 

9 increased. 

10 COMMISSIONER GRANT: This oe ee you 

11 have been outlining is applicable to the industry whether 

12 it is elevators owned by a co-operative or whether it is 

13. owned by a private company? 

vu MR. MALIM:: That is correct, yes. 


15 THE CHAIRMAN: This discussion came about, Mr. 


16 Malm, because I asked a « estion as to whether the 


17. co-operative was stimulated by the profit motive and you 


18 replied that they didn't come about in that way; they 
19 came about to achieve price stabilization rather than * 


20 higher prices. I still don't think that says the present 


21. oberations are not to achieve a profit and I think it 

22: will come about, if they are interested in the profits of 
23. their members, they are interested in profit, or am TI 
24 beating a matter which has no substance? 


25 | MR, MALM:- Well, I certainly will agree that 


i) 
nN 


the co-operative as such is looking for profits. In our 


Nh 
wy 


handling agreement with the Canadian Wheat Board, which is 
sak entered into by us, other elevator operators - all elevato 


29| operators have that contract to handle grain for the 


Brant AN es Canadian Wheat Board. A maximum handling charge is set 
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BS || pias the storage, and, also, of course, we are reimbursed | 
g| for the interest that is paid om the money that is TONE! 
3) to carry this grain and, certainly, each of the companies 
4| try to arrive at a figure that is necessary to handle this 
| grain, making allowance for the possibility ofmt having | 


a loss on the operation. Therefore, at the end of the 


6 
7| Season they hope to have something left over which private 
g| companies refer to as profit, but in the case of the 


9| co-operative, Iwould say that the member is the one that 


190 18 interested in having his product handled as economically 


11| as it is possible to do, and therefore any savings that 


i2| are made in these charges belong to him, and no one else, | 


13| because the co-operative has no share capital to take care | 


14) of, as such, and, therefore, it is an increase in his price. 
15| THE CHAIRMAN: I accept the position. I see you | 
16|are drawing a distinction between the member and the | 


17| cooperative and as such you are saying that the member Ls | 


| 
| 
| 
18 | the one interested in profit and the co-operative provides | 
the service. The service improves the profit, but the | 
co-operative is doing its best to provide the best ate ark 
rather than make the best return. I notice over the page 
that the co-operative is: 

"motivated by a profit stimulus in the 

case of marketing, or by a savings 

stimulus in the case of merchandising.” 

That is drawing a distinction between a marketin 
co-operative and a consumer co-operative. You are spe 
on behalf of both, I take it? From what I read later, I 
would say you are quite prepared to put forward a case for 


both. 
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MR, MALM: Broadly speaking, yes. 
COMMISSIONER GRANT: Incidentally, on page 5, 
it should read al rare EA reer of economic gain.” 

THE CHAIRMAN: I made the change. 

MR. MALM: Yes, I noticed that myself in the 
printing. 


COMMISSIONER WALLS: In the consumer goods 


that your Pool handles and sells to the farmer, do you 


sellanything that is not a deductible expense from the 
farmer's income tax? | 

MR. MALM:. No, I dom't think we do. No, f 
don't think we so far have handled anything that does not 
go into their production. 

COMMISSIONER WALLS: And becomes an expense 
item. 

MR, MALM:: Yes 

COMMISSIONER WALLS: Paragraph 14 on page 6, 
you say: 

"It is submitted that the Commission should 

give the utmost consideration to the true 

legal position of co-operatives,” 


I wonder if, perhaps, Mr. Allen might expand on 


| just what you have in mind there. Is it the fact that 


there should be a separate legislation for co-operatives 
as opposed to those covering corporations? 


MR. ALLEN: I think they use the term "true 


legal position” referring really to the true legal posi- 


tion from the standpoint of the operations of the co-opera 
tives as distinct from the operations of the ordinary cor- 


porations; what you would call the ordinary business 
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| to make profits to distribute to its owners. We like to | 


emphasize - there has been a lot of argument, as you ea. 
When you get down to the legal position of the ti 
I suppose we are bound by the legal decisions that have 

been made, some of which are cited in this brief. 

2 We still contend that it has never been fully 

12 decided that a co-operative is not strictly a non-profit 


| 
13 organization which should not be considered to have income 


14| at all. The result of the MacDougall Commission, as you 
15) mow, was to find co-operatives did earm income, and the 
16) result was the enactment of Section 75 which set how that 
17|| income is going to be taxed and to what extent this income | 


18 is going to be exempt. We still contend that from a 


strictly legal position and having regard te she obliga- | 
| 
tions that the co-operative owes to its members it does | 
| 


not have income. | 
i 
TEE CHAIRMAN: With regard tc a producer co-opera-+ 


| 


tive, of course, whether or not it has income, whatever ai 


bo bo 
ro [on] 


24 nas left over is passed over to its members where, in aici! 


q5|| it is taxed. 

6 MR. ALLEN: The marketing co-op, everything that 
27|| goes back to the members is taxed, whether it goes in the 
9g | form of cash or whether it goes in the form of a dividend 
299| payable in reserve, fully taxed. There is no dividend 


30 | tax credit. 


ANGUS. STONEHOUSE & CO. LTO. 


Have you anything further? 
COMMISSIONER GRANF: At some time or another - 


THE CHAIRMAN: I have nothing more till I get to 
4) and I think, perhaps, it could come in here - I would like 
5 to have you explain just what constitutes "equity capital, 
6 ‘members! capital" and "members' equity" - those three 

, terms are used in your brief. Do they all mean the same 

3| thing or are they different, and, if so, what is the 

g meaning of each? 

10 MR, ALLEN: I don't imow it is meaningful. I 

11, would say there is no great distinction between any of , 
12. them. It is probably capital of the Wheat Pool as an 

13. accumulated amount of its reserves that exists from time 

a to time. If you want to make an analogy between that 

15 and share capital in the ordinary institution, it is 

16. what the member has left i the Pool. That is it capital. 
ai The member's equity is his interest in this 

is reserve, whatever it may be. He doesn't have shares, but 
19, he has m interest in the reserves. I den't think there 

29 is really much of a distinction. 

21 | COMMISSIONER GRANT: I see. "Saving, which is 
22, @ term co-operatives use; what they have left after 

wee paying all costs is divided on the basis of the members’ 


24, capital. There is a return to the member on his capital? 


some time when he retires, goes out of his business, he 


27| gets his capital, but he never gets returns on it. 


28 COMMISSIONER GRANT: By returns, Mr. Allen, I 


29|| mean is he credited with any interest? 


| MR. ALLEN: No, he never gets it, sir. At 
30 MR. ALLEN: No, he is not, sir. | 
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COMMISSIONER GRANT: That is the member? 


MR. ALLEN: No. That is a matter on which some 


eriticism has been raised from time to time, but a member 
does not - I am correct? A member is not credited with 

| any interest of reserves. Heleaves his reserves in until 
| he retires. 

THE CHAIRMAN: Might I ask if the $5 is subject 
to interest? I take it it is. 

MR. ALLEN: No, if he loses his $5 reserve 
interest he is no longer a member, 


COMMISSIONER GRANT: His interest in the oe 


12| and the reserve is the amount that remains after paying 

13| patronage dividends - his interest in the reserve depends 
14) not on his $5, not on his share interest? 

a MR. ALLEN: He has no share. 

6 COMMISSIONER GRANT: But on the amount of produce 
i7| that heowns, that has passed through the hands of the 


t 


19| MR, ALIEN: That is correct. Technically, that | 
20) is right. He has some interest in reserve through his 
21| $5 membership. That $5 purchases him some reserve; $5 


| 
i} 

; co-operative in that year. 
| 


worth. While he could have $1,200 or $1,300 in reserve, 


| he would have $1,305, because he has paid his $5. 


COMMISSIONER GRANT: The only time he has the 

| right to that reserve which stands at credit in the 

accounts of the co-operative in his name is on retirement? 
MR, ALLEN: There are a number of circumstances 

outlined in the Act, sir, which define when he may be paid 

it. For instance, if he retires from farming altogether, 


if he reaches a certain age - when the delegates pass 
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2| that it should be in certain categories, and say their 


3| members who have attained the age of 70, you get so much 


4i and if a member retires you get so much - they work it out 
I on a percentage of the reserves that are outstanding. 

6 The man doesn't necessarily have to be completely out of 

7 farming beforehis reserves start being purchased. The 

8) reserve must always be a revolving fund otherwise you 

9 would run out of qualifications for membership because the 
10 capital in the Pool is limited by the Act and you have 

1 this continually revolving fumd of purchasing reserves 

rH from members, and then you distribute them from time to 

i3 time, otherwise you wouldn't have that reserve to distzri- 
14! bute, by way of patronage dividend. 

15: COMMISSIONER GRANT: Would you turn to Appendix 


16: D, Tabie I? 
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MR. ALLEN: Appendix E? 
COMMISSIONER GRANT: Appendix D. We have 


3| patronage dividends - reserve purchases. Patronage divi- 
4) dend is divided into two classes: cash and reserves. 


In 1961/62 the amount was very substantial, amounting to 


MR, ALLEN: Yes, in the sense it was really. 
What you have . here is the earnings of the Pool, 
they have so much money on hand and it comes to the 
annual meeting, the delegates decide how the earnings 
should be distributed. 

Now, you have got to maintain a reserve. You 
have got to keep something in hand there so what they do, | 


they authorize first the Pool to purchase a certain amount 


maybe $2 million, $1 million or a million-and-a-half 
dollars, whatever it may be, of reserves from the cate- 
gories of members I described a little while ago. Having 


got that, they then authorize the distribution of those 
| 


| 


reserves to their members as patronage dividends, so the 


cash has gone out on one side --- 
COMMISSIONER GRANT: May I interrupt you here? 
They have thereby reduced the reserve by that amount that 


they have allotted ~~-- 


MR. ALLEN: They reduced their reserve but--- 

COMMISSIONER GRANT: They have reduced the 
reserve by the amount of the cash dividend? 

MR. ALLEN: But then it goes right out again. 
They buy a reserve over here - $1,500,000 - and then they 
distribute it. That is the same reserve they distribute 


5} 
6| $1,465,000 in cash. Was that paid in actual cash? 
to the patrons of that year in proportion to patronage. 
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COMMISSIONER GRANT: By way of a patronage divi- 


3| MR. ALLEN: That is correct; and that patronage 

4| dividend has a liability attached to it because those 

5) reserves are not paid. The obeiekd has not paid for this 

6 reserve. They don't get anything out of the Wheat Pool 

if they haven't paid for it by putting grain in, or having 
deductions made, and so on. They then declare a cash 


9| dividend, a cash patronage dividend, and out of that cash 


10’ patronage dividend they retire the amount on reserve. 

11. Now, that means that the member who got reserves 
al holds it clear title and the balance of the cash dividend 
13 he gets in his ow hands as cash, but he pays tax on the 
14) whole works. 

tsi Now, those Acts are vague - Section 75 of the 
16; Income Tax Act is just ab. t as hard as anything in the 


17| Act to read, and that is saying a great deal, ‘That is the 


18) way 1t works: the money goes out on both sides. You have 
20 to buy the reserves in the first place. The money has 
,, gone out for that purpose and then you issue those reserves. 
21 | Then you issue “ cash patronage dividend which cleans up 
22/ the amount you have. created as a liability for the member 


93) on the reserve distributed, so you have got two items: 


24| cash that has really gone out, the cash paid out in cash 


25|| patronage dividends and the cash used to purchase reserves 
26| Does that clarify it? I realize this is a little like 

27 Alice in Wonderland, but that is the way it is. 

28 COMMISSIONER GRANT: It is on the record ani 

29|| 1t will be there for further study. | 


= COMMISSIONER MILNE: Possibly Mr. Malm or Mr. 
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C31) Allen might answer this about the membership. You outline 
2| their qualifications when a member may retire. May a 
member retire volunterily before retirement age, or 


3 

4| approaching retirement age? 

5 | MR. ALLEN: And receive his reserve? 

6 COMMISSICNER MIINE: Yes. 

7 MR. ALLEN: No, he cannot. The only basis on 

g| which he can receive his interest in the reserve is as a 

9| result of a resolution of the delegates determining the 
10| reserve that will be purchased and out of the categories 
11/| that will be purchased, and the mere fact he wants 

| 


to get out of the thing, and wants to get his reserve 


that they decide to purchase, 
COMMISSIONER WALLS: If you had a man that was 
sick wouldn't you have a resolution before your annual 


meeting that might permit that man to withdraw his reserve? 


12} 
13|| back won't help him. He has got to come in the categories 
MR. ALLEN: Ihave never seen one. 

re, MR. MALM: There have been, but not. of recent 

20) years. There were some considerations taken in years past 
21| for reasons of that kind but they have been very few. 

22 ' Now, I want to amplify a point Mr. Alien said, 
23| a little bit, to make it clear. That is, there is a way 
24|| for a man to retire as a member from the Alberta Wheat 


od Pool other than age, and that is if he sells his land and 


26|| no longer has land capable of producing grain in the 

27| Province of Alberta. Then he mey apply to have his 

28 reserve paid to him. 

29 MR. ALLEN: Yes, that is correct. These cate- 


30| sorties are all determined. It's in Section 40 of the Act. 
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What page is that on? 

MR. ALLEN: It's Section 40 of the Act and it is 
on page 40 in this little book of bylaws which I gave you 
and you will notice - when watndtiied by resolution of 


the delegates, and these (a) to (1) are the categories 


'I was speaking about of members from whom they can make 


purchases. 


THE CHAIRMAN: Page 9, the practice of distri- 


| buting dividends to customers has spread from the Wheat 
Pool to private companies to the extent that this prac=- 
tice has become quite general. That surprises me a little 


| bit. I did not realize that patronage dividends were 


being paid out by other than co-operatives to any extent. 
Is that so? . 


MR. MALM: Well, yes, some of the elevator grain 


| companies have paid some  tronage dividends. They have 


been very small, I think. It's purely from a competitive 
angie, but they have paid some small patronage dividends. 


THE CHAIRMAN: Would there’ be others doing i's 


| not in the business of elevatars? 


MR. MALM: Well, not to my kmowledze. I am 


afraid I could not answer that question. 


DR. GAINER: I may not be able to add much here, 


| Mr. Chairman. I believe it is correct to say that in 


many industries where a co-operative movement has achieved 
some status in the industry they have taken action of this 
sort. I think that the insurance, the conventional 
insurance companies, I think, make premium rebates, 
whether mutual or not. 


MR, ALLEN: Section 75 of the Income Tax Act, 
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C51 of course, is available to anybody. 
2 THE CHAIRMAN: I realize that. I did not think 
3) 1t was being used except by co-operatives. 
4| COMMISSIONER GRANT: With reference to that same 
5| paragraph, the last sentence, where you say that after the 
6| Pool entered the fertilizer business that it resulted in 
7| substantially lower prices; has that been maintained? 
8] Are these lower prices just something that have happened 
9| over a limited period of time and then have they reverted 
10| to their former price? 
i1 MR. MAILM: That has been maintained since we 
12| entered. 
13 | COMMISSIONER GRANT: In other words, fertilizer 
14] is considerably cheaper now than it was four years ago? 
15} MR. MALM: It seems that way. It is, yes. | 
16) when we entered the fertilizer field, we did not cut the | 
17 price. Somehow there was price cutting and all we could 
18| do was follow that price, and that is still effective. 
19 COMMISSIONER WALLS: On page 11, it's an inter- 
20|| pretation of phraseology that I think should be clarified; 
21| you say: "...clearly indicates that such organizations 
22! suit the small producer or consumer to the best advantage. 
23 Now, by that, you don't mean that there is a 
24) restricted percentage of large grain growers within the 


co-operative? Does it not suit large producers just as 


26 Much as small producers? 
27 MR. MALM: Well, I wlll try to answer it in 
28 


this way: that in: times past when the economy is bouncing, 


it certainly would be much harder to form a co-operative. 


_ They have generally come aout in times of economic stress 


| 
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when the producers - that is speaking as a farmer - have 
| found themselves rather pushed to the wall and that is the 


time when they have taken action as a co-operative and 
{ 
| certainly the really large producer is probably more able, 
| 

i 

| because of his wider contacts, and probably being better 


i 


6| financed, to fight his own battles, and the smaller 


| producer, having a smaller portion of his product to 


market, is not in as favourable a position so ~ . from 


that standpoint it is probably the smaller producer that 


has more to gain momentarily than, in some cases, a larger 


i 


producer. 

: Now, certainly, in the case of the Alberta Wheat 
Pool we find that some of our big producers are the 
staunchest supporters of the Alberta Wheat Pool, whether 
he is a true co-operator or whether it's because he can 
make a little more money “ 1at way 1s sometimes awfully 
hard to distinguish, but at the outset I would say that 


the smaller producer is probably the one that is pushed 


the hardest and will benefit the most. 
| THE At the end of that section you say: 
| CHAIRMAN : 


"It is therefore submitted that the 
Commission should endeavour to consider 

| the authentic economic, Legal, and social 
differences between co-operatives and 
profit concerns..." 

I would doubt if we need to explore that at 


this point. You go on further to develop that in what 


you fave later on in your brief, I think. It seems to go 
to the very basis of what we are discussing. I must say 


I was delighted with your comparison with the taxation of 
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C7i| co-operatives in other countries; the United States, 

2 2| Britain and Sweden, and quite surprised that they seem 

3 to come out so relatively close. I was not aware of that. 
4) They all seem to attack their problem in somewhat the 

5| same way, although you conclude that there is a difference 
6| in then. 

P| COMMISSIONER WALLS: In your comparison of 

8| co-operatives in other countries, you mention the British 
9| Priendly Societies of the 19th Century. Is it not a 

10| fact that Canadian erganizations registered under the 


11| Societies Act or any similar provincial legislation may go 


12| imto trade on behalf of its members as a sideline to its 
13| regular endeavours, and, of course, these are tax-free 

14] organizations, and they neither register as a co-operative 
their profits 

15|| ox corporation and  . would be non-taxable - dn the 
16|| organization's hands andintre members' hands? 


17 MR, ALLEN: From a legal standpoint, I don't 


18 think that is right in Alberta. If you are incorporated 
19| under the Societies Act you have got to be incorporated 
20|| for a benevolent or social or some type of activity of 
21)| that sort. It is strictly not a commercial enterprise. 
22| If you are going to go into co-operative operation, or 


23| anything like that, you have got to be under the Co-operative 


24| Marketing Association, or the Co-operative Association Act 
25 I do not think it would be possible for a 
26'| society incorporated under the Societies Act of Alberta 


27| to engage in any activity involving gain. 


28 COMMISSIONER WALLS: There may. be some differente ir 


29 various. provincial legislation. 


30 MR, ALLEN: I don't want to be too dogmatic 
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about this, but that is my recollection, and, of course, 
you can also incorporate companies under the Companies 
Act which are absolutely prohibited from earning or 
distributing profits to the members and sometimes you can 


qualify them as exempt from taxation amd sometimes you 


| can't, dependin gon their objectives. 


THE CHATRMAN 


: I have got a question with 


regard to the comparison of the different countries on 


| page 29, paragraph 2. That is discussing United States 


taxation of co-operatives, and I think I detect a differen 


| in the matter of principle, but I am not very sure, so I 


think I would like to kmow if I do. 
It says here that members of co-operatives are 


taxed on patronage dividends received from marketing 


| co-operatives and from consumer co-operatives if the 


items bought therefrom ar deductible as expenses. 

Now, in Canada I don't think that would be the 
case. Would that be so? Would the member of a consumer 
co-operative be taxed on patronage dividends to the extent 


that the items which he bought were deductible as expenses 


| in his business? 


MR. ALLEN: He would have two ways of doing it 
there. He has got expenses; essentially I think you would 
arrive at almost the same resnit. Your expense is so much 
and that expense is reduced by the dividend that you 
receive, so I think you arrive at much the same result. 

THE CHAIRMAN: You mean in the States or Canada 
or both? 

MR. ALLEN: I wouldn't think that it makes such 


a terrific difference in either place. 


t 
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DBR. GAINER: My interpretation would be it's | 


2)| the same in both countries, sir, in the result. 
3 THE CHAIRMAN: Well, I was assuming that divi- 
4) dends from consumer co-operatives were exempt from taxa- 


5| tion in the hands cof members in Canada; is that not so? 


6 DR. GAINER: If you define consumer pa cverat ves 
7| as those which sell goods and services for personal use, | 
g| im that case such dvidends are non-taxable. 


9 THE CHAIRMAN: The point which I am seeking 


10| really is that those co-operatives would, I assume, sell 
11 geods to both. They sell goods to people in business 
12 ve also to people who are not in business, so in some 
13 cases the goods would be deductible, and in some cases 


14| they would not be deductible? 


15 DR. GAINER: That is right, sir. 

16 THE CHAIRMAN: I was enquiring whether in Canada 
17|| patroma ge dividends would follow the goods? Would they 

18 te taxable in relation to goods which were deductible and 
19| would they not be taxable in relation to goods which were 


20 mot deductible? I do not think that is the case in 


21) Canada. It seems to me, from the wording here, it is the 


22|| case im the States. 


23 COMMISSIONER GRANT: In any submissions that 
24) have been made to us to date, we have been led to believe 
25 | that patronage dividends in the consumer co-operatives 
26| are not subject to taxes, whereas, your brief, I think, 
27 || clearly sets forth that in the United States such is the 
28 || case. To be specific, if a farmer buys a combine from a 
29|| co-op, then that represents a substantial sum of money, 


and when he receiveshis patronage dividend under the Unite 
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C10 1| States system, apparently, according to the brief, the 
2| patronage dividend would be distinguished between what 


3| was supplied as consumer goods and what was supplied 4s 
4| gocds used in the production on the farm for éarning - 
5' ° . ./ income, and the latter would be subject to tax. 
6; Now, if the same system applies in Canada, 

7| then co-operatives in making their return on the patronagé 
8| dividend would be bound to differentiate between those 
9| two types of purchase. 

10) DR. GAINER: That is right, sir. If they are, 
11/| in fact, dealing with lines of goods that end up sold 

12| either to consumers or to businesses. 

13 COMMISSIONER GRANT: You are not speaking for 
i4| the consumer co-op at the moment. 

15} DR. GAINER: It was my impression that part of 
16) merchandising co-operativ 3 - they would not call it a 
17|| consumer co-op - whether they are selling consumer goods 


| and services and paying a patronage dividend on thia, 


rary 
oo 


19|| that this is non-taxable, but I was under the impression, 


20| even in Canada, that if the same co-op or another one 


i) 
hs 


| sells feeds and supplies, and items of this sort, which 


22) I would define as merchandising co-op, still perhaps not 


23 @ consumer, that these patronage dividends are deductible. 
THE CHAIRMAN: I would assume so, but I was 
concerned that they were dealing with both. 


MR. ALLEN: You have the definition in Section 


75. 
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COMMISSIONER WALLS: I think what they are 


| trying to arrive at is whether the regular consumer co-op 


3| 18 also in the businessof selling farm supplies that are 


4| deductible expenses - what mechanics does the co-operative 


s| use to draw a line between the taxsbie item and the non- 


6| taxable item? 
7 | THE CHAIRMAN: That is right; and how does he | 
g| divide his dividends? 

9 MR. MALM: As far as I am concerned, I don't 
10| think Iwould be prepared to explain the mechanics of how 


11| they do that. Are you familiar with the mechanics of how 


they would operate? 


— 
i) 


MR. MADILL: No, I am not. 


COMMISSIONER GRANT: Would you be prepared to 


say it is being done? 
MR. MALM: I can say it is being done. I know | 
in my own case it is being done, but I am not too positive | 
as to the mechanics. 
THE CHAIRMAN: I am not so much concerned about 


mechanics. 


MR. MAIM: It is being done. 
THE CHAIRMAN: It is done in the case of the 


consumer co-op, selling taxable and non-taxable goods. 


MR. ALLEN: Sub-sectim6 of Section 75 helps to 
clarify this because it only requies the inclusion in the 
taxpayers' income of dividends received, patronage divi- 
dends received, other than the allocation in respect of 
consumer goods and services. In other words, if it is not 
a deductible item you don't include it and if it is repay- 


ment on cost of goods it is put in; money in the pot. 


THE CHAIRMAN: iI recognize the principle. I 


| have seen it in your brief, the semtenee you refer to. 


I was wondering if it was accemp and, 20 me, hem 


it was accomplished. It seemed to me it might be a diffi-| 


cult thing to do. 


DR. GAINER: What you are talking about is 


| whether this co-eperative makes a difference between divi- 


dends. paid or whether it is just up to the taxpayer to 


| make this distinction himesif. 


THE CHAIRMAN: That is right. 

DR, GATNER: = don't know the answer to this 
myself. Mr. Malm's answer as to whether the co-op does 
make the distinction to the taxpayer: --—- 

THE CHATRMAN: As I say I am very puzzied by it 
because the same man mich et one time buy string for the 
howehold and mother vir buy string for the cperation. 
How does the: co-operative know what he does with the 


product? I couldn't begin to understand. I suppose you 


| could carry that analogy on further. 


MR. ALLEN: If it is a capital item, @ plece of 


| machinery, you can get it all right because it is a 
‘capital item and is depreciated. If it is a straight 


| item like fertilizer: or something: of that type -—- 


THE CHAIRMAN: I think-fertilizer is pretty 
obvious. A lot: of them are- not. 

MR. ALLEN: We know more about fertilizer than 
anything else because: it. is about the only thing we handle 
on @. consumer basis. 

THE CHAIRMAN: You are giving Mr. Walls an 


opportunity. to. tell an entertaining story about as. 
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You are dealing with the 


4| owed and therefore it is one industry that prevents 
| control of Canadian industry by foreign capital. When 
yj | you make this statement on page 37: 
| | "Tt has been charged that United States- 


based firms ye export markets for 


themselves." 


10] Hie - _. By this do you refer to 


ul parent companies in the United States who perhaps force | 
ne their Camadian subsidiaries to import their product 
f +31 instead of purchasing Canadian preducts? 
14| WR, MALH: I think it goes a little bit further | 
15| than that. It infers also thst in some cases we think | 
16| that American firms with subsidiaries in Canada - if | 
17) foreign markets ere available that quite often it happens | 


| . 
18] that the parent company gets the benefit of the market 


19] rather then the subsidiary in, say, Canada. I think that 


| 20 | iz one of the things that is inferred there. | 
DR. GATNER: I think the main reference is to | 

| the suggestions monitored in the Gordon Commission report, 

| in the case where a subsidiary is established in Canada 

| of a U.S. parent company, and it may well be for convenience 

and other reasoms, that the Canadian manufacturer is not 

| given an opportunity to ship in, let us say,European 

| markets. Instead the U.S. paient operator may take the 

| export company on his own or may deal through the parent 

| company in those markets. There is some question as to 


| whether or not subsidiaries in Canada or elsewhere get an 


Z| 


8) 
9 | 


10 
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equal chance at overseas markets. 
THE CHAIRMAN: I see; anything else? 
COMMISSIONER GRANT: Well, I am satisfied as to 


THE CHAIRMAN: I would like to leap to 5e. 
OU MISSIONER GRANT: Before you do, I would like 
to ask: in Great Britain Co-operatives dividends 


are paid to the members on their shares. Are 


| co-operatives constituted differently in Great Britain 


than they are here? 


MR. ALLEN: I have to look this up. 

COMMISSIONER GRANT: Page 31 refers to distribu- 
tion to the members of their shares of the society. 

MR. ALLEN: We also talk about companies and 
societies. 


COMMISSIONER GRA‘ T: Here it is on the basis of 


| their patronage. 


MR. ALLEN: No; you see, if you look at the 


| quotation from the Finance Act at page 30 - allow them'to 
| deduct as expenses - they allow a company or society or 


| whoever it may be “any sums which represent a discount, 


rebate, dividend or bonus granted by the company or 


| society to members or other persons in respet of amount 


paid or payable to them on account of their transactions 


which are taken into account in the said computation and 


| are calculated by reference to the said amounts or to the 


magnitude of the said transactions and not by reference 
to the amount of any share or interest in the capital of 
a company or society." Those are the only things that are 


deductible. That is the same as Section 75. 
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COMMISSIONER GRANT: It is here. Thank you 

2) very much, I will give it further thought. 

3 COMMISSIONER WALLS: What percentage of the 

4) export terminal capacity is owned by the co-operatives; 

5 would you have any idea? 

6 MR, MAIM: The percentage - I don't think I 

7| Bave got that on my fingertips. I don't know whether Mr. 
: Baker could answer that offhand.. 


9| MR, BAKER: Mr. Chairman, I think approximately 
101 half; approximately 50%. 
4a THE CHAIRMAN: I want to move to 52. I have a 


12| question there. Is there anything before? 


al 


At the footnote at the bottom of page 52 I 


"Since 1947 farm income has been sliding 

downwards relative to other incomes, 

both in total and in per capita terms." 

Mr, Samuelson is writing about the United States, 
I imagine. Would this appiy to this count~vy? I suppose 
|the per capita is not as great as the total reduction. 


i 
The farm population has diminished; I wonder if it is 


MR, MAIM: Definitely. 
THE CHAIRMAN: Definitely? 
MR, MALM: That is true. : haven't got the 
| exact percentage at my fingertips. It is definitely 
sliding dowmwards and continuing to do so. 
THE CHAIRMAN: Has it not been going up in the 


1960's, in the last two or three years, in per capita 
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MR. MALM: You mean? 

3 THE CHAIRMAN: Farm income, per capita. 

4 MR. MALM: The net has probably improved a bit 
5| in the last couple of years, that is true. On the whole, 


from 1947 to the present we have certainly been sliding 


= 


| downwards. 

8 MR, ALLEN: You mean, Mr. Carter, there are 

less people? 

10) COMMISSIONER WALLS: That is right. 

11/ MR. ALLEN: Wasn't that the point you are 

12) making; shift from rural to urban population? 

13. THE CHAIRMAN: We mow the rural population has 
it 


14) diminished. We heard it was diminishing at the rate of one 


_ 
wn 


and-one-half percent a year. Therefore, with this diminu- 
16| tion in the total populati~1 the per capita would come up, 
17| and obviously the per capita - the diminution in the 

18|| population would operate against a decline in the total 


19| when one turns to per capita results. 


20 | MR, ALLEN: Yes. 
21 COMESSIONER WALLS: The assumption has been 
22| placed before us if the consumer co-operatives are taxed 


23) on the total earnings that they will alternatively price 


24|| out; in other words, they will reduce their selling 


25|| prices and maintain a status quo as far as their relation- 
26| ship with their members and as far as the total tax paid 
27| 18 concerned. I am a little concerned with the producer 
28 || co-operatives. For instance, what opportunity do you have 
29 | if tne situation came that you had to pay full corporation 


30, taxes, because you are dealing with the Wheat Board, who 
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| sory for all companies to make; am I right? 
MR. ALLEN: Maximum. 
/ COMMISSIONER WALLS: Maximum. If you put it at 
less you could avoid showing a patronage dividend by 
reducing your handling charge; is that correct? 


MR. MALM: I think we ceuld, yes. I think we 


SER GRANT: We are getting too far away 
| from page 49, and I nave something there. 
COMMISSIONER GRANT: Dees the Alberta Wheat Pool 
| operate retail ontietsa; in other words, do you sell 
| consumer goods or are you concermed only as a producer 
group? - 

MR. MAIM: We sell consumer goods to this extent 
20) that we handie fertilizer, which is consumer goods, in a 
sense, to the farmer, and hos also handie forage seeds for 


the producer. 


COMMISSIONER GRANT: You are not in the grocery 
business? 

MR. MALM: No, only selling fertilizer at the 
present time and selling back forage seeds to the 
producer again for his own use. That is the extent of it. 

COMMISSIONER WALLS: Do you handle feed also? 

MR. MALM: Wo, we don't handte feed. 


THE CHAIRMAN: I am looking at the last sentence 
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on page 54 where you note that the reduction or discon- 
tinuance of patronage dividends due to taxes would result 
in a decrease in consumer spending. I suppose that is a 


very general statement - no more than the larger the tax 


| the less there is for the consumer to spend and it has no 


particularly stromger relevance to this situation than it 
would have to any other, I don't imagine. There is 
nothing that is not readily apparent in the sentence, is 
there? 


MR. MALM: Except this: that certainly dividends 


in the hands of the producer-farmer affects his ability to 


spend and to that extent if he didn't get that dividend he 
would have that much less to spend. 


THE CHAIRMAN: If it were taxed he would have 


"that much less to spend. The Government would be spending 


| the taxes instead of him. 


MR. MALM: In fact, he does pay tax on the divi- 


| dend he receives. 


MR.ALLEN: With no dividend tax credit. 


THE CHAIRMAN: I am moving over to the section 


| starting at paragraph 138. Any questions before that? 


| I will move myself to page 70, the bottom of page 70. 


You will be pleased that I have umderlined certain words 


which came against Item No. 3 on the last line of that 


| page: 


"Earnings on which income tax was paid, 
$1,132,108." 
That is in respect of yourselves. I think I 


would note that if we were having regard to the consumer 


co-operative and it held back some of the distribution 


30 | 
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those earnings would be there but we wouldn't be able to 
add words on which income tax was paid"- that is tme, 
isn't it? 

MR.ALLEN: In the consumer co-op - I would 
think so, sir. If the earnings they retained didn't 
- disturb patromage dividends or their 30% on capital 


| invested and so on - to the extent that those earnings 
| are taxed you would have the same item. I must admit I 


| have not the familiarity with the consumer producer. 


COMMISSIOBER WALLS: Their patronage dividends - 


| are non-taxable? 


MR, AIZEN: They are deductible from your own 


| income, 


COMMISSIONER WALLS: That is right. 
MR, ALLEN: Yes. 


COMMISSIONER WALLS: 4nd imtaxable in the hands 


| of the recipient? 


MR. ALLEN: Unless they represent a dividend on 
comsumer goods or services. 


COMMISSIONER GRANT: You say that the consumer, 


| when he receives the consumer dividend, patronage dividend 


i is taxable through his income. 


MR. ALLEN: Some is deductible and in other 


| eases it is not. You have to read the two sections 
| together; sub-section 6 and Section 75, and the definition 


| of consumer goods. 


COMMISSIONER GRANT: I didn't think that he 


| could deduct his patronage dividend from his income. 


MR. ALLEN: He doesn't deduct it from his income 


| It might come in tax-free. 
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COMMISSIONER GRANT: It comes in tax-free? 


MR. ALLEN: Our patronage dividends never come 


3| in tax-free. 
4 COMMLSSIONER GRANT: They represent over-payment 


5! for goods he purchased? 
6. MR. ALLEN: He gets a refund. It all depends 


+ whether these goods he bought are expense items or 


8. capital items. The terms are different. 

! 

9 | COMMISSIONER GRANT: That comes back to our 
10, Previous argument. 


11) MR, ALLEN: That is it. 
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COMMISSIONER GRANT: It is not that it is 


deductible from his income. It's that that part of his 
durable 
dividend which relates to goods is going to be included 


in his depreciation account. 
MR. ALLEN: I guess that's about the way it 
would work out. He can't have his cake and eat it. 
THE CHAIRMAN: Mr. Secretary, I think we will 
stand over for five minutes. 


THE SECRETARY: Fine, ar. 
--=- Short Recess 


THE CHAIRMAN: We have very few questions 
remaining. I think we have covered this very well, 
although you have a question, Mrs. Milne, relating to 
page 70. 

COMMISSIONER MELNE: Yes, paragraph 171, where | 
you speak about the capital expenditures and the gross shown 
there, and in relating to figures under Item 3, earnings 


on which income tax was paid, it would seem to be less 


than 8% used in capital expansion and I thought possibly 
you would clarify the statement for me in relation to a | 
statement that occurs earlier, back on page 38, under 
Section 83. It's the lastsentence of that paragraph: 

"On the other hand, 2a co-operative which 

finances itself with undistributed 

patronage dividends ‘s not putting pres- 

sure on the general capital market, but 

rather is acquiring finance by prowling 


its members with encouragement and 


3 
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opportunity to save.” 

MR. ALLEN: Of course, your retained earnings, 
they are used, as will be apparent from a perusal of the 
financial statements for the purchase of wheat, and so on, 


and on page 70, of course, we are talking about capital 


‘expenditures, so we don't have to go into the market to 


meet ordinary operating: expenses and so on, for the purpos 
of wheat and all other things which we have to have. 
Our retained earnings, for the purpose of paying 


interest on bank borrowings, and so on, finance wheat 


| purchases, but on the page that we are referring to we are 


talking strictly about the extent to which the retained 
earnings have been used for capital aquisition rather than 
for operational expenses. 


COMMISSIONER MITNE: And the second item, the 


| bank loan which is require ; would you amplify that a 


Little? 


MR, ALLEN: Those bank loans were for the 


| purpose of - that big bank loan, that $3,500,000, 


| subject to correction from Mr. Baker, I think that was 


entirely eee IN, or almost entirely incurred in connec- 
tion with the increased capacity of the terminal elevator 
of Vancouver. Two-and-a-halif million dollars was used 
for that purpose and the rest was spent in expanding 
country elevator facilities. 

COMMISSIONER GRANT: I hope my question that I 
want to address to you is not a duplication of what Mrs. 
Milne was talking about. I was thinking of my question 
at the time and perhaps I lost the trend of your reply, 


Mr. Alien, but when the Alberta Wheat Pool has occasion 
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E3 1} to look for outside finances, have you ever had occasion 
2| to go into the bond market to raise the money? 
3 MR. ALLEN: We have issued bonds but not to the 
4) Public. The bonds are issued to the banks exclusively 

5| im order to provide them with the type of security they 


6| want. 


7 COMMISSIONER GRANT: It would be safe to say 
i that apart from your own resources, that the banis have 
9| been taking care of your needs? 
10 MR. ALLEN: The banks have, and we must, with 
41 &@ bow in the direction of the Alberta Government, say 
12| they have been taking care of us for quite a long period, 


13) too, at one stage of the game; back in the early 30's, 


14 That is correct, is it not, Mr.Malm? 


| MR, MALM: That is right. 
6) MR. ALLEN: We did issue bonds at that time. 
17| The Alberta Government held bonds of the Wheat Pool in a 


1 

| 

| | 
| 


ig|| very substantial sum but we have never gone public with 


bond issues. 


COMMISSIONER GRANT: Have you had occasion to 
raise capital funds throughthe sale of bonds to your 


membership? 


MR. ALLEN: No, we have never done that. 

COMMISSIONER MILNE: In respect to patronage 
refunds that are left with the Pool, do the members 
contract to leave a certain percentage or is there a 
certain provision that governs the amount that is left? 

MR. ALLEN: It's governed by the act of incorpora- 
tion, really, and the bylaw, and the amount which is 


retained is really largely in the discretion of the 


a 


17 | 


18) 


19 | 


24 | 
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directors of the company. Let's put it the other way: 
the amount that is distributed is in the hands of the 
directors subject to authorization by the delegates and 


normally the amount that is retained is also in the hands 


| of the directors authorized by the delegates. In other 


| words, the main body of the Wheat Pool determines how 


much shall be retained and how much shall be distributed. 
THE CHAIRMAN: We had a discussion earlier on 


the operation of the reserve and you, Mr. Allen, were 


| good enough to explain it. I think I follow it, but in 


order to be sure that we are quite clear on it, I wonder 
if one of your officers might put on paper the flow of 


the reserve and I don't mind whether you use actual 


| Pigures or not. so we can see the movement of the reserve 


| from one year’s end to the next year's end. 


MR. ALLEN: Yes. that can be done. 
THE CHAIRMAN: i think that would be an easy 
way for us to fully understand it. 


MR, ALLEN: We really have to go a long ways 


into the background; what the service reserve took from 


| the old contract and the reserves created by statute. 


COMMISSIONER GRANT: We will be studying what 
you put on the transcript, Mr. Allen. 
THE CHAIRMAN: We have not, by any means, dealt 


with all the material in your submission. One thing I am 


| delighted to have, and that was the discussion which 


distinguished the need for separation of the two component 
of patronage dividend which you set forth at some length 
in the last chapter, and I think it is quite interesting. 


We have no further questions to put to you. I 


STi iad 
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‘} think we have covered every colum that we see in your 


submission at the moment. Would you have anything that 
you would like to add? 

MR, ALLEN: I would just like to add if any of 
the gentlemen — in an advisory capacity, for example, 
Mr. Baker, or amyone else, feels that perhaps we at the 
table here have not just made the situation entirely 
clear, they would now speak up or forever hold their 
peace. 

THE CHATRMAN: Fair enough. Does anyone wish 


to speak up? We are very grateful to you, indeed. This 


| 
| 
| 
| 


has been a most interesting submission to read and it will| 


continue to be very helpful to us in consideration of 


this problem, which we recognize as one of the most impor-. 


tant problems with which we are confronted in this area 
of taxation. 

Thank you both for the submission and for 
appearing today and trying to help us over this hurdic. 
We are very grate?ul to you, indeed. 

MR, MAIM: On behalf of the members here, and 


myself, ITwant to thank you very kindly for the thorough 


discussion we have had on this matter, and I hope that we 


have helped to clarify some of the problems. Thank you. 


THE CHAIRMAN: We will stand over for three 


minutes, 


--- Short Recess 


THE CHAIRMAN: Mr. Secretary, we are ready up 


here, 
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THE SECRETARY: Mr. Chairman, the next submissi 
is being presented by the Calgary Power Limited. Mr. G.H. 
Thompson, President of the Galsery Bowes Limited is here. 
Mr. A.W. Howard, Vice-President; Mr. Howard will speak to 


the brief and Mr. J.R. Tolmie, counsel for the Calgary 


Power. 


I would like to enter this brief into the record 


| as Exhibit 165. — 


--- EXHIBIT NO, 165: Submission of Calgary Power Limited. 


SUBMISSION OF CALGARY POWER LIMUTED 
Appearances: Mr. G.H. Thompson 
Mr. A.W. Howard 
Mr. J.R. Tolimie, @.C. 


THE SECRETARY: At the same time, Mr. Chairman, 


| we have received a lettez “rom Mr. J.C. MacKeen, Chairman 


_of the Board of the Nova Scotia Light and Power Company 


| Limited. I would like to read into the record three 


paragraphs. 
"We have read Calgary Power's brief and we find 
ourselves in complete accord with its contents, and we 


consider this brief to be a strictly factual presentation 


| of the tax problem as it affects investor-owned electric 


utilities in Canada at the present time. 


The matters raised in this brief apply equally - 


to Nova Scotia Light and Power Company, Limited despite 


| the fact that we have 50% fewer customers. 


We, therefore, would like to record our full 
and unqualified support of the Calgary Power brief." 


This is signed by the Chairman of the Board. 


| --~ EXHIBIT NO. 166: Letter from the Nova Scotia Light 


| morning, Mr. Thompson, Mr. Howard and Mr. Tolmie. Glad to 
| see you. As I think you are aware, we have already had a 


| littie discussion of this problem. Before getting to the 
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and Power Company Limited, dated 
August 14th, 1963. 


THE CHAIRMAN: Thank you, Mr. Secretary. Good 


: problem, I think we would like to know as much as you care 


to tell us about the Calgary Power Company. You very 


kindly sent us copies of the amnual report and a marc of 


i4| the distribution. system. 


The Calgary Power Limited, of course, isa public 
company with a large number of shareholders, I presume. 

MR, HOWARD: Yes, sir. The company originally 
goes back to the year about 1909. It has been in business 


in this province now for some 50-odd years. It operates 
| 


| 


in a service area in Alberta covering a great part of the 
central and southern part, just under 100,000 square miles 


It supplies directly and indirectly through the wholesale 


i contracts approximately 225,000 customers. It's the 
| largesttelectric utility operating in Alberta and I think, 
with theexception of the situation out in British Columbia 


| is the largest investor-owned utility in Canada. 


It operates in its service area approximately 


| 5,000 miles of transmission. It has an installed capacity 
lat the present time of approximately 638,000 kilowatts 


| and through these facilities supplies about two-thirds of 
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E8 | the electric power requirements of the Province of Alberta 
2) It has under construction at the present time a water 


2 3) plant north and west of Calgary. The first unit will be 


| in commission in 1964 which will provide us with a further 
5 150,000 kilowatts. 

6 The second unit to that same plant will be 

7, commissioned in 1966 of 190,000 kilowatts, and we just 

8 committed ourselves recently with a further unit in our 

9 Roblin power - steam power plant - of 300,000 kilowatts. 
10 The point I would like to make in this regard, 
11 sir, is that between mow and 1968, a period of some five 
i2| years, we will have installed an additional capacity of 
13: 640,000 kilowatts. This is almost equivalent to what we 
Beal li now installed since its inception in 1909. The next 


| 
15 five years we will have installed as much capacity as we 


16 had in the last 50. | 
i¥ Our load is generally of a mixed load. We | 
18 supply approximately one-third to industry; approximately 
i9: one-third to the towns, villages, throughout the province; 


20 about 20% to wholesale consumers, and bulk sales contracts 


21, to the City of Calgary; balance of some 12% to farm 
22 customers throughout our service area. 

235 We now supply about 37,000 farms. The company | 
24/18, I think, a Canadian company. It has some five-and-a- 


25 | quarter million common shares outstanding, held by some 
| 


26 4,800 shareholders. About 80% of these shares are resi- 


| 
a7 | ding in - are listed as residing in Canada. About 12% 


28 | in the United States and the balance of some 8% in the 


29 United Kingdom. 


stir tis te The sales revenue, power sales, amount to some 


EQ 1| 


| out in the little booklet, copies of which you have. It's 


7 | 
| 
8 


| 


10 | 
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$32 million. I think most of these facts, sir, are borne 


| statistical information provided for the purpose of the 


employees and stockholders and I think covers most of the 
detail there I have mentioned to you in the last few 
minutes. 

I might refer you to the map which is the 


research section of the booklet, and shows the solid red 


9| lines which are lines owned and operated by Calgary Power. 


2935 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 


F/PB/ép 4 | The lines dotted are operated or serviced by 


2 another utility company in tre province, from which you 


{] 


3, have already had a submission, Canadian Utilities. You 
4) may note these lines cover most of the central and southe 


5 parts of the province. 


6 THE CHAIRMAN: You have several plants? 
7 MR. HOWARD: ‘Yes, sir. We have amixed generating 
8 system. We have eleven water plants on the Bow 


9 River west of Calgary totalling about 325,000 kilowatts. 


10 We have a thermal plant west of Edmonton on Lake Wabdamun, 


11 about 30 miles west of Edmonton which was constructed - 
12’ the first section in 1956 and the second in 1958 and we 
13. just commissioned a further unit last Fall. This plant | 
bat has a total capacity now of 287,000 kilowatts. In ccaition 
15 to that we have a purchase agreement with the City of 
16 Medicine Hat which makes avallable to us approximately 
17. another 25,000 kilowatts. 
18 COMMISSIONER GRANT: What fuel are you using? 
19 MR, HOWARD: At the present time it is a mixed 
20 fuel plant. Half the plant, 132,000, is fired with gas. 
21 One is in the process of being converted to coal mee: the 
22 third unit of 150,000 kilowatts is coal. 
23. COMMISSIONER GRANT: Half-and-half? 
24 MR. HOWARD: About half-and-half. It is the inten- 
25) tion that in the future that further extensions will 
26 | probably be coal-firing. 
27 COMMISSIONER WALLS: I note you say you are 
flanked by tax-free provinciaily-owned systems in the 
| 
29] adjoining provinces. Are you not now also flanked by 


—_——0 East Mootenay Light and Power? 
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MR. HOWARD: I think we were referring to the 
B.C. Hydro and Power Authority. It is true we have East 
Kootenay which operates in the Goose Neck Pass and even 
a bit inside the border. 

COMMISSIONER WALLS: You wouldn't be in direct 
| competition with the adjoining power from public utilities? 

MR. HOWARD: Not as a direct connection, but, | 
of course, we are, by implication, if you wish to put it 
that way. As a matter of fact, B.C. Hydro and Power 
Authority are at Golden Bridge, which is very close. 

THE CHAIRMAN: I assume that you are regulated 
by the Bublic Utilities Commission? 

MR. HOWARD: Yes, we are regulated by the Public 
i Utilities Board. 
THE CHAIRMAN: Is there a rate of return set dy 
i; that Board? 
| MR. HOWARD: No. So far the electric companies 
i of the province haven't had a rate of return set on their 
operations. 

THE CHAIRMAN: Do you deal in anything besides 
electricity? 

MR. HOWARD: We have four smali water systems 


which we operate as well. One of these is in the City of 


Camrose, the City of Wetaskiwin, the Town of Lacombe and 


the Town of McGrath. 

THE CHAIRMAN: This represents a very small 
proportion? 

MR. HOWARD: This represents a very small propor 
tion of our totalrevenue. 


COMMISSIONER WALLS: Actually, you, at the 


293T 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 


FP31| present time are, perhaps, not too greatly concerned with 
2) competition with Crown-owned plants becaus they are only 
3 at the municipal level, but I believe your concern 1s 
4 based on the fact at least one political party in the 
5! province is advocating that the whole province now be 
6 under Crown utilities; is that correct? 
7 MR. HOWARD: That is correct, sir. We are 
$| concerned about that. We are also concerned about the 
9. overall picture in the country as a whole in recent years, 
10 the take-over in British Columbia and more recently the 
1 take-over in Quebec. 
12" THE CHAIRMAN: The measure of what I think you 
13 refer to as discrimination would be theanount of income 
14 tax in your sales dollar, I would assume. 
15 MR. HOWARD: That is correct. 
16 THE CHAIRMAN: = think we have been told that 
17 generally that runs around about 12%. Would itbe some- 
18/ thing like that in your case? 
MR. HOWARD: I think it runs a little higher 
20 than that. It varies from year to year, as you will 
21, appreciate. I believe thepercentage varies with the tax. 
22' The income tax paid by our company in 1961 was approxi- 
23, mately 15% and approximately 19% in 1962, as you will note 
24| from the annual reports which you now have. 
25 THE CHAIRMAN: You say 19% in 1962? 


26 MR. HOWARD: Yes. The tax will vary on the 


27|| of plants brought into the system from time to time. 


28 THE CHAIRMAN: It does provide for tax on depre- 
29|| clation claimed in excess of in the books - note 3. 


30 MR. HOWARD: The figures I am quoting are only 
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THE CHAIRMAN: You are on what is known as flow- 
through tax. 

MR. HOWARD: Pardon? 

THE CHAIRMAN: You ere on what is kmwn as flow- 


| through tax. 


: taxes actually paid, not tax liability. 
| 


MR. HOWARD: Ho, we set aside a deferred tax in 


| account? 

MR. HOWARD: - Yes. 

THE CHAIRMAN: Therefore, it is included in the 
six million, four? 

MR, HOWARD: It is ineluded in the six million, 
four. 


g| @ special reserve. 
9 THE CHAIRMAN: You charge it in your income 
THE CHAIRMAN: Thank you. That is what I wanted 


17) to know. You are making full provision and that comes to 
1g | about 19%, as I think you say. 

19 MR. HOWARD: I think the six - Ii :aven't got a | 
99| copy of the report. Is it 6.6 million? 

14 THs CHAIRMAN: It is 6,470,000 taxes on income 

97| in 1962, and your gross is 30,680,000. Dividing one into 
93 the other it seems to me to come to 214. 


MR. HOWARD: The 19% I was referring to was 
| tax actually paid as a percentage of gross revenue. 

THE CHAIRMAN: The income account is closer to 
21% from what I have got here. Thank you. Are there any 
furtherquestions before we get to the meat of this? 

I think we would recognize that there are addi- 


tional expenses incurred by privately-owned utilities as: 
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F5 | against publicly-owned utilities, and I think this addi- 
2| tional expenses is income tax. Do you have one or more 


proposals as to how to cure this difficulty? 


4| MR. HOWARD: Well, we probably have, sir. We 


5 noted in the press this morning a suggestion made by 

6 Canadian Utilities as to how this might be handled. I 

7 would say we would generally concur in that suggestion 

al and what it means. That is that the Federal Government 

9 would, presumably, vacate the field and substitute some 
10° form of end-use tax which would either make up the amount 
11. they lost or such additionm:l amounts as may seem necessary. 
ms To put it in its proper perspective it would 
13, seem of the amount of tax which is now collected, some 
14 12 or 13 million, approximate’y 50% comes back to the 
15| province so the Dominion Government would presumably 

16 receive some six-odd mill* 1. I would suspect that six 
17, million could be recovered by tax of something less than 


18 1% on power sold throughout the country. 


te? 


19, THE CHAIRMAN: Power sold by everybody? 

20 MR. HOWARD: Porer sold by everybody. 

21 | THE CHAIRMAN : Publicly-owned or otherwise? 

22 MR. HOWARD: ‘Yes. 

23 THE CHAIRMAN: You would assume thattax of less 


| than 1% would be cdlected by the organization selling 


to 
NSS 


25 | power, whatever that might be? 
26 MR. HOWARD: That would, presumably, be the case . 
27 THE CHAIRMAN: In the case where those were 
28 || owned by governments, provincial or municipal, do you 
29| think they could be required to collect the tax? Have 


30| you considered that at all? 
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MR. HOWARD: There may be some practical diffi- 
culties involved. They wouldn't seem to be insurmountable. 
Perhaps Mr. Tolmie might add something to that. 

THE CHAIRMAN: I was hoping we might get Mr. 
Tolmie's view. 

MR. TOLMIE: We noted that this question was 
reised in Edmonton. There wouldn't appear to us to be 
any constitutional difficulty. MNor, in our view, is there 
any practical difficulty, although there may be a politic 
one. Already Ottawa requires such Crown-owned, provincial 
Crown-owred, or municipally-owned corporations, commissi 
and so on, te collect taxes on behalf of the Dominion whic 
are cakene on to the consumer, to theend user. Of course, 
that requires them to withhold income tax on their 
Salaries, wage-earners, employees, and requires them to with- 
hold the non-resident tax, if and where applicable. The 
provinces themselves have resorted to this very device in | 

| 


collecting their gasoline tax. They have appointed agents 


19| to get over their constitutional difficulty; here a very 


20 


21 


22 


real one. They couldn't impose a direct tax. The 


provinces have made the gesoline companies, the service 
stations, the agents of the Crown in the province, to 
collect from the real taxpayer, the purchaser of gasoline, 
the road tax that we all pay. 

Certainly, the sales tax imposed on power, the 
sale of power. is an indirect tax which 
Ottawa is authorized to levy and it would be borne ulti- 
mately by the user, the same as the sales tax today is 

borne by the consumer. There doesn't appear to be any 


difficulty, either legal or practical, to have such a tax 
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F7 1] collected by the provincially-owmed utilities the same as 
2| 1t would be by the investor-owmmed utilities. 

3 THE CHAIRMAN: Thank you, Mr. Tolmie. We have 

al noted these other taxes are collected, and presumably 

| Cehnind SWqgRkinemneleein: seth mune tir! tein ueiecbibitigt Meera 

6; in the case of federal tax. 

7 | MR. TOLMIE: Yes. 


a 7 <8 to wnat extent, 


ey THE CHAIRNAN: We have wor 
9) and when I say “we," I had better say I - I have wondered 
10 | whether that is whollyenforceable because obviously it 

11! would be resisted in this case, at least I would suspect 
12. it would be resisted. I am curious. I don't know I can 
13 expect a complete answer from you at this time as to 

14 whether one government can require another government to 
15/ collect its tax if it refuses to do so. 

COMMISSIONER GRA T: May I enter this discussion 
which is a very interesting one? There is no legal impedi 
18 | ment to the Federal Government imposing an end-use tax. 


19 If it is the consumer who has to pay that tax it becomes 


20 a matter of setting up . the machinery to collect it. 


i with 
21| We would assume that the Federal Government, the cost of 
i 


H establishing their own collection agency would be prohibi- 


generating 
company that was the electricity. They could 


4mpose that tax upon such a company as Calgary Power and 
it in their 

they could constitute » eollection agency and they 

could do that by law. They could do it with any other 

independently-owned company. When you come to imposing 

this type of tax upon a provincially-owned company, @ 

Crown corparation of the province, I would be concerned 
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4| the co-operation of the provincially-owned corporations 

6| the window. 

7 MR. TOLMIE: As I mentioned before I don't think 

8| there is any limitation on Ottawa's right, jurisdiction, 

9| to levy taxes, either indirect taxes or direct. This is 
10| clearly an indirect tax. There is no inherent limitation 
-41/ im the B.N.A. Act, that I kmow of, which says that Ottawa 
12| must go easy on taxation on a commodity or a process or 
13| even an entity such as a Crown-owmed corporation with the 
14| right af the province, if the tax we are speaking of is a 
15| true tax. 

16 We have instances in the past of the Crown right 
17|| of the Dominion levying taxes which required provincial 

18|| co-operation and provincisi collection. In the Income 
Tax Act today we have specific exemptions for this very 
| type of provincial Crown-owmed corporation, specific 
exemptions put in as a matter of policy in the Income Tax 
Act. 


It wouldn't appear there - it wouldn't have 


ino right on the part of the province to tax such an entity 


COMMISSIONER GRANT: Uniess it was put in for 


MR. TOLMIE: Ex abundtai cautela, as lawyers 
say. I would submit the exemption had to be provided or 


30| otherwise every corporation amievery person in Canada was 
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FQ ,| subject to tax levied by Ottawa, because Ottawa has the 
q| clear right to levy a tax, and the Hydro-Quebec, or 
3 Hydro is a person, and as such comes under the jurisdic 
4) of the Act and must pay a tax unless the exemptions 
5 provided. 
6. COMMISSIONER GRANT: The big hurdle to me, Mr. 
7 Tolmie, would be under Section 125 of the B.N.A. Act 


g| which says: 


9. "No lands or property belonging to Canada 

10) or any province shall be liable to taza- 

11 tion." 

12) Property, I would assume, would include personal 


13, property. It doesn't restrict it to reali property. 
14 MR. TOLMIE: This isn't taxation on property. 
15 This is taxation of income and the constitutionality of 


16 the income tax has been se*tled. It was settled long ago 


i7| by the Privy Council as a proper exercise of tax powers 
18 | by the Federal Government, It was ruled not to.be an 
19, infringement of Section 125 which referred to taxation of 


20 property. 


21 


2944 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO. ONTARIO 


This was the taxation of income earned by pers 
: whether they were judges, whether they were corporations 


or they were just ordinary individuals, and, of course, 


4\ employees of the province have always been taxable and the 


wages which they receive from the province have been just 
like provincially-appointed judges. 
Now, for Ottawa to exempt, as they have done in 


| municipalities - was an exclusion from the clear taxation 
powers which they felt they had. Of course, they did that 
for reasons of policy. 

COMMISSIONER GRANT: What I feel we are discus- 
sing here is taxes on a product, not on income, and if it 
is a tex on a product then electricity becomes a product, 
which is a manufactured product such as an article of 
clothing. 

MR. TOLMIE: It is goods. At the present time 
electricity has been taken to be goods for the purpose of 
the present Excise Tax Act, for the sales tax. 

COMMISSIONER GRANT: That is what I think the 
problem boils down to. It is a nice legal argument which 
we certainly do not have to settle here, but I still have 


great doubts as to the power of the Federal Government to 


impose taxes on a commodity when it is owned by the provin 
cial authorities. 

MR. TOLMIE: Ottawa does it today under the sale 

tax. It taxes products, manufactured goods, as defined in 

the Excise Tax Act irrespective of who owns them, who is 


the buyer. 


| 
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COMMISSIONER GRANT: They impose the tax. I 


iwonder if they collect it? 


MR. TOLMIE: Yes, they collect it, sir. 

COMMISSIONER GRANT: On provincially-owned 
corporations? 

MR. TOLMIE: I would think so. If you have a 


provincially-owned corporation whe is a manufacturer of 


| goods, as defined in the Excise Tax Act, then they would 


be imposing sales tax on those goods as at the manufac- 


‘turer's level; namely, at the provincial corporation level 


and I believe you have examples in Saskatchewan where 


provincial corporations are manufacturing goods such as 


13 Canadian Horse Meat, I believe, and glue, and various 


14. things which would be subject to tax. 


COMMISSIONER GRANT: I can see how the province, 


under those circumstances, ould very well recognize the 


|}. equity of such a tax, and not challenge it. 


THE CHAIRMAN: Is your point in those cases that the 


tax would be on the purchaser; namely, on a person, and | 


that the Provincial Government would be collecting that 


- 


tax? 


MR, TOLMIE: It is the collecting agent. That 


| is passed on to the ultimate consumer as sales tax on 


electrical power. 

COMMISSIONER WALLS: I am going to be extra- 
ordinarily brave and get into a discussion on a consti-_ 
tutional question after it has been dealt with by two 
lawyers which is, I know, a very risky thing to do, but 
first of all, it seems to me that your recommendation of 


putting on a 2% sales tax is going to remove your industry 
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3| me the other solution that should be investigated is as 


i 
4) 


| 
| 
| 


to whether there is the power to tax all utility companies 
inciuding Crown utility companies. 


wm 


Now, I know that it is considered, under the 


British North America Act, that you can't tax a province 
g| or a municipality but the mere fact that in Section 62 
9| they deemed it necessary to write into the Income Tax Act 

10| that it exempted these would create, in the layman's mind, that 


there might be some doubt as to the constitutionality of 


Now, aiso, it would look to me as if the Federal 
Government's intent was that a Crown corporation, if it 
was competing with privateindustry, should be taxed becaus 
under Section 84 it imposes taxation on federal corpora- 
| tions listed under Schedule D of the Financial Administra- 

due to the fact that these 
tion Act Crown corporations would be carrying 
on business similar to privately-owned corporations and 
in this case it includes one utility company. 

In other words, the Northwest Territories 
Power ieee are taxable to the Federal Government. 

A federally-owned utility company pays taxes to the Feder 
| Government so I am just wondering if, in view of this 

25 precedent, and in view of the fact it was found necessary 
26|| to write Section 62 into the Act, whether the lawyers 


| have studied .. as to whether 1t would be constitutional 


corporations. 


MR. TOLMIE: Well, sir, to deal with the last 


2947 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Gh 1| point first, which is always a little more convenient, 
2); Sectinn 84, which imposes the tax on Dominion Crown 
s corporations, was done more in the spirit of, well, to 
4| meet criticism of the public for Ottawa being in business, 
5! and they had two corporations in mind specifically - 
6 Eldorado and Polymer - and it did not make any difference, 


7, you see, in net effect because the tax was paid and, 


g therefore, the dividends paid by these companies, to Mr. 
9, C.D. Howe at that time, offset each other. 
10 I do not think there is any inference to be 


11 drawn from the fact that Section 84 is in the Act as to 


12| the limit or the lack of limits of Ottawa's jurisdiction 
13\ to tax Crown corporations, whether they are federal or 

14. provincial. 

15 With regard to Section $2, as XE mentioned 

16) e@lier, I think that Sect: 1 62 at least carries this 

17, implication or inference --- 

18 COMMISSIONER WALLS: Before you get to 62, do 

19 you agree that Section 84, as it applies to tlk Financial 

20 Administration Act, taxing some 15, 20 different Crown 

21. corporations, was done for the purpose of avoiding competi- 
32' tion with private enterprise? 

23) MR. TOLMIE: The reason for Section 84 was to 

24); meet the criticism of Eldorado and Polymer, and they had 

to rope in the others but no one ever expected, for 


26) instance, that the C.N.R, would ever pay taxes but it make 


27| the thing theoretically justifiable to have Crown corpora- 


nN 
oo 


| tions in the right of the Dominion, which are in business, 
29) pay taxes the same as other taxpayers although it made no 


30 difference at all to the fiscus of Canada. 
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Therefore, with that bit of window dressing, 


| and as I mentioned earlier, I don't think that the 
inference you can draw from Section 62, which gives a 
| specific exemption to municipal and provincial Crown 
corporations, and bodies that are 90% owned by munici- 


7| palities or provinces, I do not think the inference from 


. that is that there is any limitation om the Federal power 
9] to tax. 

10 I think the inference, if any, is the reverse. 
11| Namely, that 1t was’ recognized that Ottawa did have the 
12| right to tax these persons, because they are persons, and 


13| that without a specific exemption of them, they would be 


covered by the Act so for policy reasons Ottawa exempted 
municipal and provincial utilities and commissions. 


COMMISSIONER WALLS: Then why do you not 


recommend a change of the Section 62 as a solution to 
your problem rather than avoiding taxes by 411 utilities? 


MR. TOLMIE: Well, because of the practice since 


| 
i 
| 
| 
the beginning of income tax to exempt provincial and 
municipal institutions. It is so well-established, and it 
is so ieee that it becomes the chief argument 
of provincial politicians as towhy they should expropriate 
a power company, because they will then immediately get it 
under the exemption and they will no longer have to pay 
any tribute to Ottawa for running this very profitable 
business, which has been the basis upon which these acts 
of expropriation have been justified to the public. 

It may not have been the prime reason for the 


expropriation, but they certainly have been sold to the 
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COMMISSIONER WALLS: Is it not going to be 


@ i 


3, hard for this Commission to bring out any new tax sugges- 
| 


4, tions, if you are suggesting we use as a guide something 
» fase because it has been in practice for a great number of 

6 years? 

7 THE CHAIRMAN: Mr. Tolmie is saying that he 

g thinks we should be practical. 

9) MR, TOLMIE: That is right, and that a less objec 
10 tionable change, if you have to make a change, a less 

11 Objectionable change is to put this tax where it belongs; 


12) mamely, passed on to the consumer. In any case, put it 


13) laseke it belongs as a service or end-use tax in the form 
14 of sales tax, and then it passes through these exempt 

15| bodies, the same as it woulc be passed through the taxable 
161 néadau to the consumer. 

17} COMMISSIONER WALLS: Then if you are going to 


18 tax service on the sales tax basis, why would you not 


19 create the same sales tax as you apply to goods that are 


| 


20 subject to sales tax? 
21, MR, TOLMIE: Well, we have discussed this earlier, 
Pere de rae a ee ere 1% today on all 
23) the power produced in Canada would compensate Ottawa 

24 completely for the loss of their half of the income tax 

25 | they now collect from the investor-owned utilities. It | 

te Hn sea a matter of judgment and of tax policy for the 


27 | Minister of Pinance to determine how much taxes he should 


28 | or would like to collect from the paer industry as such. 


29 Sales taxes of 3% would produce about $20 million to 


30 Ottawa and it would be three times what they are getting 


G7 {| now. A tax of half the sales tax, 53%, would produce 


9| about $45 million. | 
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COMMISSIONER WALLS: You have only ~ applied this 
to your own industry, not to any other utility, because 
if youvere to put in an end-use tax, I imagine that you 


would have to give consideration to applying it to all 


THE CHAIRMAN: Would you stop at utilities? 


Would you stop at other industries where a government had 


} 


a position? 
MR. TOLMIE: I think Mr. Howard had better enswer 
that. We anticipated this question, too. 
MR. HOWARD: Well, I don't know if we have the 
right answer for that, Mr. Carter. We feel that our 


business is exclusively, other than the water system, the 


sale of power. We do not feel competent to comment on the 


situation of other industries; whether they have a tax 


discrimination problem or whetrer they do not. We are not 
certain whether the remedies that might be applied to us 
would suit their particular situation. Iam afraid we are | 
at a loss on that. 

THE CHAIRMAN: That is fair enough, Supposing 
the solution to this problem which we have heard before, 
might be for the Federal Government to turn over 100% of 
4ts public utility taxes to the Provincial Government in 
order that there would be no advantage to them in expro- 
priation from the tax point of view. Would that be an 
equally good solution as far as you are concerned? 


MR, THOMPSON: No, sir, that would not remove the 


discrimination we have right here in he province between 
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‘our own utility and the municipally-owned. 


2 THE CHAIRMAN: That is true, it would not remove 
' the discrimination but would you be concerned very much 

4) about the discrimination? Would it not at least meet the 
= anode of the threat of expropriation because it would be 
6 of no advantage to a provincial government to then seize 

7 the utility? 

8 MR. THOMPSON: Yes, it would. It will remove 

9 the incentive to take over by the province, but nevertheless, 
10 the income tax and the old-age security tax together 

11. amount to roughly 20% of the disadvantage that we have 

12 as compared to the municipally-owned utilities. 

13 THE CHAIRMAN: Well, I think we understand that 


14 there is a problem. You certainly have given us one 


15 answer to it. There may be others. If any utility 

16 companies, during the time of our deliberations, have any 
17° further thoughts on it - it is obviously a very difficult 
18 matter - we would be very glad to hear them and receive 

19 a letter on anything further for we have got to continue 
20 our deliberations in this matter. We certainly appreciate 
21. what you have done and the submission you have made. Have 
22' you anything further to say? 

23 MR. HOWARD: The only thing I might add to that, 
24: Mr. Carter, is that the Canadian Electrical Association, 
25 which represents all of the utilities in Canada, both 

26 | private and publiciy-owned, will be submitting a brief 


27 later on to your Commission; I think some time probably 


will be dealt with in that brief as well. 


| 
28 | in October, and I presume that this particular problem 
THE CHAIRMAN: Fine. It might be very helpful 
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if you passed msom word of our problems on this, which 


you are now well aware of and the further they can go to 
help us with it, the more appreciative we are going to be. 
Thank you very much, indeed. 

| COMMISSIONER GRANT: May I just add that the 
constitutional aspect of this thing seems to me to be 


an important problem because there is no sense of taking 


| cognizance or recommending 2a change in the present tax 


structure unless we are satisfied that they are workable 
so that I think a further submission on that point would 
be very helpful. 

MR. THOMPSON: If I can just say another word: 
you will understand we are not trying to avoid taxation 
in any way. It's the discrimination that worries us. | 
If we were freed of the income tax tomorrow, we would 
immediately make a rate reduction commensurate. 

THE CHAIRMAN: Yes, we understand the operation 
of rate control, I think, and the fact tht your income 
tax is passed on to consumers. I have always thought 


this was the industry where it is most apparent that income 


taxes were passed on wholly to the consumers and so it 
would seem to me that the consumers would be affected by 
whatever was done in this way. Thank you very much, 
indeed. 

MR. TOLMIE: Mr. Chairman, in respect to Mr. 
Grant's question, if it would be helpful to the Commission 
we would be glad to secure counsel's opinion on this 
constitutional question and file it with the Commission. 

I may say that I did take the opportunity, a 


month or so ago, to consult counsel on 4t generally. I 
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G10 1/| did not secure written opinion. Now, if this would be of 
9, any help, we will be glad to secure a written opinion 


3, and file it with the Commission for their own study and 


4| analysis. 

5 COMMISSIONER GRANT: The great obstacle that I 
6 have to overcome in my own mind, Mr. Tolmie, is the fact 
7 that the Crown is not obliged to pay taxes and that applies 
gi to the Crown in the right of the provinces, as well as 

9 the Crown in the right of the Federal Government, and that 
10 taxes can only be collected from anemanation of the Crown 
11 if there is specific authority granted in its incorporatio 
12. that that particular offshoot shall be obliged or can pay 
13’ taxes. 

a THE CHAIRMAN: Mr. Tolmie, I hesitate to suggest 
15 to you that you put your Association or your members to 

16 the expense of employing -.umsel. Certainly, constitutional 
17, aspects of this would be looked at by our own staff and 

1g its solution really turns largely on that, I think. Maybe 
19 it turns on many other things, too, but if this were 


20 answered in the negative, it would be no solution. 
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Therefore, if you have something to submit to us 
which would indicate that this is a reasonable and feasible 
and sensible and practical thing to do it would certainly 
assist us in our deliberations. I am certainly not going 
to assure you that any such submission by counsel would 
be taken by us ne te than with a great deal of care and 
caution and examination, because we are compelled. to do 
this ourselves. Certainly, we would want to look at it. 


MR, TOLMIE: Thank you. We will discuss it. 


THE CHAIRMAN: Good. Thank you very much. 
THE SECRETARY: I have one more iten. 
THE CHAIRMAN: Yes, Mr. Secretary, proceed. | 
THE SECRETARY: There is a submission here 
presented by Mr. Bert Hargrave of Walsh, Alberta. This 
was received at the office in Ottawa on July 30th. Mr. 
Hargrave will not be here and I would like to enter it 


into the record as Exhibit I67. 


--- EXHIBIT NO. 167: Submission of Mr. H.T. Hargrave. 


THE CHAIRMAN: Thank you, Mr. Secretary. We 


will stand over until tomorrow morning at 9.30 in Regina. 


@--- Adjournment 
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